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To the Honorable Mayor and Members of Council
Town of Leesburg
Leesburg, Virginia

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
Town of Leesburg, Virginia, as of and for the year ended June 30, 2003, which coliectively
comprise the Town's basic financial statements as listed in the fable of contents. These
financial statements are the responsibility of the Town's management. Our responsibility is to
express an opinion on these financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and Specifications
for Audits of Counties, Cities and Towns, issued by the Auditor of Public Accounts of the
Commonwealth of Virginia. Those standards and specifications require that we plan and
perform the audit fo obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

As described in Note 1 to the financial statements, the Town adopted Governmental Accounting
Standards Board (GASB) Statements No. 34, Basic Financial Statements ~ and Management’s
Discussion and Analysis — for State and Local Governments, No. 37, Basic Financial
Statements — and Management’s Discussion and Analysis — For State and Local Governments:
Omnibus, and No. 38, Certain Financial Statement Note Disclosures, and GASB Interpretation
No. 6, Recognition and Measurement of Certain Liabiliies and Expenditures in Governmental
Fund Financials.

In our opinion, the financial statements referred fo above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
maijor fund, and the aggregate remaining fund information of the Town of Leesburg, Virginia, as
of June 30, 2003, and the respective changes in financial position and cash flows, where
applicable, and the budgetary comparison for the general fund for the year then ended in
conformity with accounting principles generally accepted in the United States of America.



In accordance with Government Auditing Standards, we have also issued a report dated
October 2, 2003 on our consideration of the Town of Leesburg'’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, confracts
and grants. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results
of our audit.

The management’s discussion and analysis (pages 11 to 18} and the required supplementary
information (page 57) are not a required part of the basic financial statements but are
supplementary information required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was performed for the purpose of forming an opinion on the financial statements that
collectively comprise the Town of Leesburg, Virginia's basic financial staiements. The
combining nonmajor fund financial statements and other schedules, listed in the table of
contents as supplementary information, and the Schedule of Expenditures of Federal Awards as
required by U. S. Office of Management and Budget Circular A-133, Audits of Slates, Local
Governments and Non-Profit Organizations, are presented for purposes of additional analysis
and are not a .required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
in our opinion, is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

We did not audit the other data included in this report, designated as the "Introductory Section” -

and the "Statistical Section" in the table of contents of this report and, accordingly, we express
no opinion on such data.

PRGH ter

Harrisonburg, Virginia
October 2, 2003
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The following discussion and analysis of the Town of Leesburg’s (Town) financial performance
provides an overview of the Town’s financial activities for the fiscal year ended June 30, 2003,
Please read it in conjunction with the transmittal letter located in the introductory section of this
report and the Town's basic financial statements, which follow this analysis.

FINANCIAL HIGHLIGHTS FOR 2003

» On the government-wide basis, {otal net assets at June 30, 2003 were $236.7 million which
includes $54.9 million of unrestricted funds.

» Total General Fund revenue collections were above the final budgeted amounts by
approximately $176,000.

~ The business-type activities net assets at June 30, 2003 totaled $130.4 million which
represents an increase of $7.7 miliion. Of this amount, $41.5 million is unrestricted.

» The Town's total outstanding fong-term debt is $81.7 million, which is a decrease of $4.3
million from the prior year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Town of Leesburg’s
basic financial statements. These basic financial statements are comprised of three
components: 1) government-wide financial statements, 2) fund financial statements, and 3)
notes to the financial statements. This report also contains other supplementary information in
addition to the basic financial statements themselves.

Components of the Financial Section

Management’s Discussion and Analysis
{1
3
Basic Financial Statements
Government — Wide Fund Financiai
Financial Statements, Statements
\V

Notes to Financ{_ia! Statements

i

Required Supplementary Information

11
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The Government-Wide Statements. The Statement of Net Assets and the Statement of
Activities provide information about the activities of the Town, as a whole, and present a
longer-term view of the Town finances.

One of the most important questions asked about the Town finances is, “Is the Town as a
whole better or worse off as a result of the year's activities?” The Statement of Net Assets
and the Statement of Activities report information about the Town as a whole and about ifs
activities in ways that help answer this question.

The Statement of Net Assets includes all assefs and liabilities using the accrual basis of
accounting, which is similar to the accounting used by most private-sector companies. One
can think of the Town net assets ~ the difference between assets and liabilities — as one
way fo measure the Town's financial health or financial position. Over time, increases or
decreases in the Town net assets are one indicator of whether its financial health is
improving or declining.

The Statement of Activities reports the change in nef assetfs. All of the current year's earned
revenues and expenses are recorded regardless of when cash is received or paid. You will
need to consider other non-financial factors, however, such as changes in the Town
property tax base and the condition of the Town capital assets, fo assess the overall
financial health of the Town.

in the Statement of Net Assefs and the Statement of Activities, the Town is divided into two
kinds of activities:

« Governmental Activities. Most of the Town's basic services are reported as
governmental activities, including public safety, public works, library, parks, recreation
and cultural, community development, and general government. Property and other
local taxes, and state and federal grants finance most of these activities.

= Business-type Activities. The Town Water and Sewer operations (Utilities Fund) and
Airport Fund are reported as business-type acfivities as the Town charges a fee to
customers to cover all or most of the cost of the services they provide.

Fund Financial Statements. For governmental activities, the fund statements tell how the
services were financed in the short term as well as what remains for future spending. Fund
financial statements report the Town's operations in more detail than the government-wide
statements by providing information about the Town's major funds and non-major funds in
the aggregate.

The fund financial statements provide detailed information about the most significant funds —
not the Town as a whole.

The Town has two types of funds, governmental and proprietary.

12




Governmental Funds. Most of the Town’s basic services are reported in governmental funds,
which focus on (1) how resources flow into and out of those funds and (2) the remaining
balances at year-end that are available for spending. These funds are reported using an
accounting method called modified accrual basis of accounting. The governmental fund
statements provide a detailed short-term view of the Town's general government operations and
the basic services it provides. Governmental fund information helps you determine whether
there are more or fewer financial resources that can be spent in the near future to finance the
Town's programs. The relationship (or differences) between governmental activities {reported in
the Statement of Net Assets and the Statement of Activities) and governmental funds is
described in a reconciliation accompanying the fund financial statements.

Proprietary Funds. When the Town charges customers for the services it provides, these
services are generally reported in proprietary funds. Proprietary funds are reported using the
full accrual basis of accounting method. The Town's business-type funds are the same as the
business-type activities we report in the government-wide statements but provide more detail
and additional information, such as cash flows. The Town Ulilities and Airport funds are

accounted for as enterprise funds.

Notes to the financial statements. The notes provide additional information that is essential
to a full understanding of the data provided in the government-wide and fund financial

statements.

Other information. [n addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the Town of
Leesburg's progress in funding its obligation to provide pension benefits to its employees.

The combining statements referred to earlier in connection with non-major government funds
are presented immediately following the required supplementary information on pensions.

FINANCIAL ANALYSIS OF THE TOWN AS A WHOLE

This is the first year the Town has applied Governmental Accounting Standards Board (GASB)
Statement No. 34, Basic Financial Statements — and Management's Discussion and Analysis —
for State and Local Governments. The Town has not presented the prior period for the purpose
of providing comparative data for the Management's Discussion and Analysis (MD&A) because
certain prior-year information is unavailable. However, in future years, when prior-period
information is available, a comparative analysis of the government-wide data will be presented.
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Statement of Net Assets. The schedule below summarizes the Statement of Net Assets as
presented in the government-wide financial statements.

In the Town's business-type activities, the majority of net assets are classified as Invested in
Capital Assets, net of related debt. Unrestricted net assets amounted to $41,5636,355. In the
Town's governmental aclivities, the majority of net assets are also ciassified as Invested in
Capital Assets, net of related debt. Unrestricted net assets amounted to $13,411,700. !t should
be noted that infrastructure assets and accumulated depreciation on capital assets are included
this year, a requirement mandated by GASB 34. Infrastructure assets represents $66.6 million
of the $92.9 million of governmental activities investment in capital assets, net of related debt.
Investment in capital assets, net of related debt, is calculated by subtracting the non-current
liabilities of the Town, exclusive of compensated absences from the book value of capital
assets. The remaining difference between assets and liabilities is classified as unrestricted net
assets. Total unrestricted assets in governmental activities and business-type activities are

$54,048,055.

Summary Statement of Net Assets

June 30, 2003
Governmental Business-Type Total Primary
Activities Activities Government
Current and other assets $ 25,970,399 § 45,510,229 § 71,480,628
Capital assets, net 132,914,421 128,167,640 261,082,061
Total assets 158,884,820 173,677,869 332,562,689
Current and other fliabilities 14,512,495 4,870,480 19,382,885
Long-term liabilities 38,016,003 38,428,812 76,444,815
52,528,498 43,298 302 95,827,800
Net assetls
Invested in capital assets, net of
related debis 02,844,622 88,842,212 181,786,834
Unrestricted 13,491,700 41,536,355 54,948,055
Total net assets $ 106,356,322 & 130,378,567 $ 236,734,889
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Statement of Activities. Below is a summary of the Statement of Aclivities as presented in the

government-wide financial statements.

Summary of Change in Net Assets

Year Ended June 30, 2003
Governmental Business-Type
Activities Activities Totals
Revenues
Program revenues:
Charges for services $ 3,002,277 § 8,657,533 § 11,659,810
Operating grants and contributions 6,743,609 - 6,743,609
Capital grants and contributions 1,485,483 13,544,368 15,029,851
General revenues:
Property taxes 8,658,468 - 8,658,468
Other iocal taxes 8,784,696 - 8,784,696
Grant and contributions not
restricted to specific programs 2,656,314 - 2,656,314
Other 2,112,369 743,137 2,855,506
Total revenues 33,443,216 22,945,038 56,388,254
Operating Expenses
Legislative 231,213 - 231,213
Executive 2,736,232 - 2,736,232
Legal 193,460 - 193,460
Planning, zoning and development 1,422,467 - 1,422,467
Finance 1,654,638 - 1,654,638
Public safety 6,664,907 - 6,664,907
Parks and recreation 4,968,387 - 4,968,397
Balch Library 533,222 - 533,222
Engineering and public works 9,481,451 - 9,481,451
Interest 1,859,616 - 1,858,616
Airport - 1,277,756 1,277,756
Water and sewer - 12,084,993 12,084,993
Total expenses 29,745,603 13,362,749 43,108,352
Increase in net assets
before transfers 3,697,613 0,682,289 13,279,802
Transfers 1,813,548 (1,813,548) -
Net assets, beginning 100,845,181 122,609,826 223,454 987
Net assets, ending $ 106,356,322 3. 130,378,567 § 236,734,889

The Town's revenues are derived from a number of sources. The biggest source comes from
property taxes, which include real estate and personal property taxes. Other local taxes, such
as business licenses, meals and transient occupancy make up the balance of other local taxes.
Charges for services represent planning and zoning fees, fines and forfeitures and recreation
fees. Operating grants and contributions primarily represent state and federal funding for non-
capital operating expenditures. Capital grants and contributions represent grants from outside
entities designated for capital projects and availability fees for water and sewer connections.
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For the fiscal year ended June 30, 2003, total expenses in the governmental activities section
are divided into ten categories with the majority in executive, public safety, parks and recreation,
and engineering and public works. In the business-type aclivities, the airport and water/sewer
expenses are the proprietary (enterprise) operations of the Town, and represent the operational

expenses of this business-type aclivity.

FINANCIAL ANALYSIS OF THE TOWN’'S FUNDS

Governmental Funds

Major governmenta! funds consist of the General Fund, Debt Service Fund and two Capital
Projects Funds and provide for the majority of the governmental operations of the Town.

As of the end of the fiscal year, the Town's General Fund undesignated fund balance that could
be used for future purposes was $5,567,239. Key factors contributing to this are as follows:

o Of the $5,567,239 undesignated fund balance remaining at year end, Town Council has
adopted a policy that 10% of annual expenditures ($3.2 million for this year) is the
minimum required unreserved balance to be maintained at all times.

e Thetannual assessment of real estate in the Town continues to provide growth in tax
revenue along with the tax on personal property. Revenues from consumer related
taxes such as meals, transient occupancy, sales and use, and cigareites, grew at a
siower rate than in the past due fo a weak economy and the residual effects of
September 11.

s Actual expenditures were lower than the adopted budget due to numerous spending cuts
and delays in filling vacant positions in response to a projected shortfall in revenues due
to the weak economy.

General Fund Budgetary Highlights

Budget adjustments on the expenditure side included federal funds for police and the adoption
of the mid-year budget. Mid-year budget adjustments fofaled $272,950 and included items
such as operation funding for the new Freedom Park and a parking study. Although increases in
the total budget appropriations were adopted for certain departments, overall General Fund
operation expenditures were approximately $2.5 million less than the final budgeted amounts.
Total supplemental appropriations added fo the original budget totaled $676,611.

Proprietary Funds

The Town's proprietary funds consist of the Utilities Fund and the Airport Fund. Water and
sewer activities are supported solely by fees assessed from users of Town-provided water and
sewer services. Revenues generated by these funds are sufficient to provide for annual
operating costs as well as long-term debt service payments as prescribed by the bond
agreement.

Airport revenues consist of leases, fixed based operator fees and tie-down fees, as well as FAA
grants. These revenues support the operations of the municipal airport as well as capital
expenditures, ie. hangar expansion and runway improvements.

16



For the fiscal year ending June 30, 2003, the Utilities Fund’s unrestricted net assets were $41.4
million. Revenues within the Utilites Fund remained strong with the steady collection of
availabilities and service fees from new commercial and residential construction in Town.
Expenditures increased due to normal increases in personnel and operating costs and the
addition of ten new positions.  These positions were added to operate the expanded water
pollution control plant and utility lines division. For the fiscal year ending June 30, 2003, the
Airport Fund’s unrestricted fund balance was $131,059. Airport Fund revenues increased
stightly, however the Fund still relies on a yearly General Fund transfer for its operations. The
General Fund transferred $299,117 io the Airport Fund for fiscal year 2003. With the
completion of the airport terminal renovation and the increase fees from rental space, the need
for General Fund transfers should decrease in the future. Airport Fund expenses increased due
to normal increases in personnel and operating costs.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

As of June 30, 2003, the Town had invested $261,082,061 (net of accumulated depreciation) in
capital assefs. This amount represents an increase in cost of $33.5 million, or 17% from the iast
fiscal year, excluding the recording of infrastructure. Please refer to Note 6 of the footnotes for

a more detailed presentation of the capital assets.

Capital Assets
June 30, 2003
Governmental Business-Type
Activities Activities

Buildings and improvements $ 46,010,833 % 2,236,063
Land 25,070,943 10,675,419
Runway - 12,424,868
Equipment 2,743,820 3,235,228
Software - 13,000
Vehicles 2,625,438 -
infrastructure 85,048,117 -
Construction in progress 636,176 5,163,725
Water and sewer systems - 118,471,825
Hangars - 3,184,882
Accurnulated depreciation (29,220,906) (27,237,370}
Capital assets, net of accumulated
depreciation $ 132,914,421 § 128,167,640

This year's major capital asset additions included: Freedom Park at a current year cost of
$600,000 and a project total cost of $2.8 million; Ida Lee Recreation Center at a current year
cost of $2.2 million; and a cost of $1.2 million to complete the Catoctin Circle road
improvements. The GASB 34 reporting requirement to include infrastructure assets at cost in
the amount of $85 million is new this year as well.
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Leng-Term Obligations

At June 30, 2003, the Town had several long-term debt issuances outstanding. These include
$39,606,108 for the business-type activities and $40,779,125 for the general government, Long-
term liabilities include compensated absence balances of approximately $1 million.

The Town's available legal debt margin mandated by the Commonwealth of Virginia is $326.6
milion which is computed based on 10 percent of the assessed value of real estate subject to
taxation less applicable bonded debt outstanding.

The Town has adopted a debt policy that establishes guidelines and limitations for the issuance
of debt. The debt policy addresses the level of indebtedness the Town can reasonably expect
to incur without jeopardizing its financial position and to ensure the efficient and effective
operation of the Town. Please refer to Note 8 of the footnotes for a more detailed presentation
of the long-term labilities of the Town.

The Town has maintained Bond ratings of A1 and AA from Moody's Investor Service, Inc. and
Standard and Poor’s Credit Market Services, respectively.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The Town’s proximity to the Washington D.C. metropofitan area has positively impacted the
Town and its fiscal health. Per capita income levels have risen above state and national levels
as a result. However, all jurisdictions in Northern Virginia felt a slight decrease in revenues due
to the sluggish economy. Revenues for next year's budget appear to be improving as the
economy recovers in a number of financial sectors,

REQUEST FOR INFORMATION
This financial report is designed fo provide a general overview of the Town of Leesburg's
finances for all those with interest in the government's finances. Questions concerning any of

the information provided in this report should be addressed to the Town's Department of
Finance, P.O. Box 88, 25 West Market Street, 20178.
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TOWN OF LEESBURG, VIRGINIA

Exhibit 1

STATEMENT OF NET ASSETS
June 30, 2603
Governmental Business-type
Activities Activities Tofals
ASSETS
Cash, cash equivalents and temporary
cash investments $ 12,356,072 § 43387975 § 55744047
Receivables, net:
Property taxes, including penallies 4,508,015 - 4,508,015
Utility taxes 230,105 - 230,105
Local taxes 584,499 - 684,499
Trade and other accounts 32,030 1,475,525 1,507.555
Accrued inferest ' 27,433 93,706 121,139
Due from other governments 1,448,145 511,668 1,860,813
Restricted cash 5910,154 589,363 5,489,517
Deferred charges - 148,728 149,728
Inlernal balances 697,736 (637,738} -
Financing costs, net 75,210 - 75,210
Caplial assels:
Land 25,070,943 10,675,419 35,748,362
Bulidings and knprovements 46,010,833 2,236,063 48,246 856
Water system - 47,253,723 47,253,723
Sawer sysiem - 71,218,102 71,218,102
Equipment 2,743,820 3,235,228 5,979,048
Vehicles 2,625 438 - 2,625438
Hangars - 3,184,882 3,184,882
Runway - 12,424,868 12,424 868
Software - 13.000 13,000
Infrastruciure 85,048,117 - 85,048,117
Conslruction in progress 636,176 5,163,725 5,785,901
lLess: accumulated deprecialion {28,220,906)  [27,237,370) (56,458,276}
Total assets 158,684,820 173,677,859 332,562,689
LIABILITIES
Accounts payable 601,912 1,515,085 2,117,007
Accrued payroll 350,682 B5,753 436,435
Other acorued liabllitles 68,142 - 608,142
Acerued insurance claims 331,465 113,758 445,223
Accrusd Interest 547,054 835,526 4,382,580
Compensated absences 77,488 27,616 105,104
Retainage payable 74,757 114,600 186,357
Customer deposils and conlingeni charges 5,875,707 1,028,462 6,504,165
Deferred revenue 3,902,654 - 3,902,654
Noncurrent Habilities
Due within one year 2,685,634 1,148,680 3,835,314
Bue in more than ohe year 38,016,003 38,428,812 76,444,815
Total liabilities 52,528,458 43,289,302 95,827,800
NET ASSETS
Invested in capital assets, nel of related debt 92,844 622 88,842,212 181,786,834
Urnrestricted 13,411,700 41,536,355 54,048,055
Total net assets $106,356,322 5 130,378,567 § 236,734,88%

See Notes {o Financlal Statements.
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TOWN OF LEESBURG, VIRGINIA

Exhibit 2
STATEMENT OF ACTIVITIES
Year Ended June 30, 2003
Program Revenues
Cperating Capital Net (Expense) Revenue and Changes h Net Assals
Charges Grants and  Granis and  Governmental Business-lype
Functions/Programs Expenses  for Services  Conlributions Coniributions Activittes Activitles Tolals
Primary Governmient:
Governmental activities:
Legislative $ 231213 % . $ - $ - $ 0 (@31,213) % - $ {231,213}
Executive 2,736,232 - - - (2.736,232) “ {2,736,232)
Legal 193,460 - - - {193,460) - (193,460}
Flanning, zoning and development 1,422 467 204,288 - - {1,218,179} - (1,218,179}
Finance 1,654,638 - - - {1,654,638} - (1,654,638}
Public safsty 6,664,907 266,971 1,142,060 216,843 (5,039,033} - (5,039,033}
Parks and recreation 4,968,387 2,332,846 - - (2,935,501} - (2,635,501)
Balch Library 533,222 5,865 15,500 - (511,857} - {511,857}
Engineering and public works 9,481,451 192,267 5,686,049 1,268,640 (2,434,505 - {2.434 505)
interest 1,859 616 - - ~ (1,858,616) - {1,858,616)
Total governmantal activities 29,745,603 3,002,277 6,743,609 1,485,483 (16,514,234} - {18,514,234)
Business-lype activities:
Afrport 1,277,756 848,521 - 1,426,346 - 997,111 957,111
Water and sewer 12,084,993 7,808,012 - 12,118,022 - 7,842,041 7,842,041
Total business-type activitles 13,382,749 8,657,533 - 13,544,368 - 8,838,152 §.838,152
Total government 543,108,352 $11,659810 § 6,743,609 515,029,851 (18,514,234} 8,839,152 {9,675,082)
General Revenues; *
Taxes:
General property taxes, including penalties 8,658,468 - 8,658,468
Other local taxss B,784,686 - 8,784,696
Revenues not restricted to specific programs 2,656,314 - 2,656,314
Intergavemmental, other than grants 1,382,750 - 1,382,780
Use of money and praperty 435,263 £65,283 1,100,545
Miscellaneous 294 356 77,854 372,210
Transfers 1,813,548 (1,813,548} -
Total general revenues and transfers 264,025,395 {1,070,411) 22,954 884
Change in net assets 5511,161 7,768,741 13,279,802
Mot assets, beginning 100,845,161 122,609,826 223,454 087
Net assels, ending $106,356,322 $130,378,567 % 236,734,889

See Notes to Financial Statements.




TOWN OF LEESBURG, VIRGINIA

Exhibit 3

BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2003
Other Total
Capital Projects Governmental Govemmental
General Highways Bulldings Funds Funds
ASSETS
Cash, cash equivatents, and temporary
cash invesimenls $ 5468027 § 2050609 § 323,287 $£4.,514,148 $ 12,356,072
Receivables, net
Property taxes, including penailies 4,508,015 - - - 4,508,015
Utllity laxes 230,105 - - - 230,105
Locat taxes 684,499 - - - 684,499
Accounts 32,030 - - - 32,030
Actcrued interest 27433 - - - 27,433
Advances o other funds 687,736 - - - 697,736
Due from other governments 1,332,622 18,023 - 98,500 1,448,145
Restricted cash 5,870,738 - 39,418 - 5,910,154
Total assefs % 18,851,203 § 2,08BB32 § 362,705 $4,612648 § 25,895,189
LIABILITIES
Accounis payable § 445,785 § 168,930 § 26,038 § 112,158 § 601,912
Accrued payroll 350,682 - - - 350,682
Other accrued liabilities 68,142 - - - 68,142
Accruad insurance clatms 331,465 - - - 331,465
Retainage payable - 21,757 50,000 - 74757
Cuslomer deposits and contingent charges 5,875,707 - - - 5,875,707
Deferred revenues 4,441,443 - - - 4,441,443
Total ljabilities 11,514,224 38,687 76,039 112,158 11,741,108
FUND BALANCES
Reserved for:
Encumbrances 1,038,544 - - - 1,038,541
Advances to other funds 697,736 - - . 697,736
Law enforcement expenses 33,463 “ - - 33,463
Unreserved:
Undesignated:
General fund 5,567,239 - - - 5,567,239
Capital projects funds - 2,028,945 286,666 2,599,560 4,916,177
Special revenue funds - - - 1,800,925 1,900,925
‘fotal fund balances 7,336,878 2,029,945 286,666 4,500,491 14,154,081
Total liabiiities and fund balances § 18,851,203 § 2,088,632 § 362,705 $4,612,649 § 25885189

See Notes to Financial Statements. ,



TOWN OF LEESBURG, VIRGINIA

Exhibit 4

RECONCILIATION OF THE BALANCE SHEET OF THE GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET ASSETS
JUNE 30, 2003

Total Fund Balances - Governmental Funds

Amounts reported for governmental activities
in the statement of net assets are differen{ because:

Capital assets used in governmental activities
are not current financial resources and therefore
not reporied In the governmental funds.

Governmental capital assets
Less accumulaled depreciation
Net Capital Assets

Deferred revenue represents amounts that
were not available to fund current expenditures
and therefore is not reported as revenue in the
governmental funds

Other assets used in governmental activities are not
financial resources and therefore are not reported in
the governmental funds

Financing costs

| .ong-term fisbilities, including bonds payable,
are not due and payable in the current period and
therefore are not reported as ligbilities in the
governmenial funds.

Bonds payable

l.eases payable

Note payable
Compensaled absences
Interest payable

Net assets of governmental activities

See Notes to Financial Statements.
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§ 14,154,081
$ 162,135,327
(29,220,908)
132,914,421
538,789
75,210

(39,570,118)
(359,681)
(40,000)
(809,328)
(547,054)

{41,326,179)

& 108,356,322




TOWN OF LEESBURG, VIRGINIA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES iN FUND BALANCES

Exhibit §

GOVERNMENTAL FUNDS
Year Ended June 30, 2003
Other Total
Debt Capital Projects Governmental Governmental
General Service Highways Buildings Funds Funds
Revenues:
General property laxes $ B722873 § - $ - kS - 3 - 8,722,873
Other local taxes B 682,686 - 102,000 - 8,784,686
Permits, fees and ficensas 3,049,254 - - - - 3,048,254
Fines and forfeitures 246,496 - - - - 246,456
Use of money and property 323,579 - 8,464 48,651 80,889 461,603
Chasges for services 2,336,501 - - - - 2,336,501
Donations - - - - 225,000 225,000
Miscellaneous 254,356 - - - - 294,356
intergovemmental 4,179,063 - 1,266,640 540,841 - 5,088,544
Total revenues 27,834,818 - 1,379,124 588,492 305,889 30,109,323
Expenditures:
Current:
l.egistative 231,243 - - - - 231,213
Executive 2441 878 - - - - 2,441,878
Lega 187,628 - - - - 187,628
Planning, zoning and development 1,429,837 - - - - 3,429,837
Finance 1,636,812 - - - - 1,630,812
Public safsty 6,830,530 - - - 20,553 6,851,082
Parks and recreation 4 137677 - - “ - 4 137,677
Balch Library 346,935 - - - - 346,835
Engineeting and public works 7,700,347 - - - - 7,700,347
Capital projects - - 1,802,822 3576885 2,112,354 7,491,861
Debt service:
Principal - 4825475 - - - 4825475
Interest and fiscal charges - 2,103,052 - - - 2,103,052
Totaf expenditures 24 936,856 6,928,527 1,802,822 3,576,685 2,132,907 38,377 807
Revenues over {(under) expenditures 2,887,952 {6,928,527) (423,688) (2,887,193 (1,827,018} {D,268,4B4)
Other Finanging Sources (Uses).
Deht lssuance 8 666 510 - - - - 5,606,510
Premiums on bonds issued 248,788 - - - - 248,788
Payment {o escrow agent (5,7B0,087) - - - - (5,780,087}
Transfers in 5,418,497 6,828,827 348,053 - 355,000 14,050,077
Transfers out (7,807 ,644) . (50,000)  {2,176,882) (2,202,003)  {12,236,528)
Other operating sotirces {uses), net {1,313,836) 6,828,627 208,053 {2,176,882)  {1,8B47,003) 1,888,750
Net ehange in fund balances 1,584,016 - (125645)  (5,164,075) (3,674,021 {7.,379,725)
Fund balances, beginning 5,752,963 - 2,155,590 5,450,741 8,174,512 21,533,806
Fund balances, ending $ 7336879 % - $ 2029945 § 286666 § 4500481 § 14,154,081

See Notes to Financial Statements.
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TOWN OF LEESBURG, VIRGINIA Exhibit 6

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended June 30, 2003

Governmental
Funds

Net change in fund balances - tolal governmenfal funds $ (7.379,725)

Reconciliation of amounts reported for governmental activities
in the Statement of Aclivilies:

Governmental funds report capital outlays as expenditures.
However, in the Statement of Activilies, the cost of those
assels is allocated over their estimated useful lives and
reported as deprecialion expense. This is the amount
by which capital outlays exceeded depreciation in the
current petiod.

Expenditure for capital assefs $ 7,111,083

Donated capital assels 3,839,139

Less depreciation expense {3,042,985)

Excess of capilal oullay over depreciation 8,007,207

Revenues In the Statement of Activities that do not provide
current financial resources are not reported as revenues

it the funds.
Change in deferred revenue (64,405)

Bond proceeds provide current financial resources (o
governmental funds, but issuing debl increases iong-term
liabilities in the Statement of Net Assets. Repayment

of bond principal is an expenditure in the governmental
funds, but the repayment reduces long-lerm fiabilities in
the Stalement of Nel Assets. This is the amount by
which proceeds were less than (exceeded} repayments.

Debt issued or incured:
General obligation bonds (5,608,510}
Bond prermium {248,788)
Principal repayrments:
General obligalion debt 4,825 475
Payment to escrow agen! for refunding 5,780,087
4,750,264
Some expenses reported in the Statement of Activities
do not require the use of current financial resources and,
therefore, are not reported as expenditures in
governmental funds
Accrued interest 168,226
Compensated absences {45,616)

Debl issuance costs 75,210
197,820

Change in net assets of governmental activities $ 5,511,161

See Notes to Financial Statements. o
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TOWN OF LEESBURG, VIRGINIA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET (NON-GAAP BASIS) AND ACTUAL - GENERAL FUND

Year Ended June 30, 2003

Exhibit 7

Variance with

Final Budget
Budgeted Amounts Aclual Over
Original Final Amounis (Under)
Revenues:;

General property laxes $ 10,134,000 § 10134000 § B,722873 § (1411,127)

Other local taxes 8,022,000 9,022,000 8,682,696 (338,304}

Permits, fees and licenses 3,135,000 3,135,000 3,049,254 {B5,746)

Fines and forfeitures 232,285 232,285 246,496 14,211

Use of money and property 289,000 289,000 323,579 24,579

Charges for services 2,086,400 2,096,400 2,336,501 240,101

Miscellaneots 151,800 151,800 294,356 142,556

Intergovermmentat 2,587 874 2,687,874 4,179,063 1,581,188

Total revenues 27,658,359 27,658,359 27,834,818 176,459
Expenditures:

Current: 7
Legislalive 264,605 264,605 231,213 (33,392)
Executive 3,069,428 3,135,429 2,696,537 (438.882)
Legal 238,800 239,800 187,628 (52,272)
Planning, zonhing and development 1,776,158 1,776,158 1,473,677 (302,481)
Finance 1,671,826 1,671,826 1,637,512 (34,314}
Public safety 5,871,452 7,204,452 6,856,580 {247,853)
Parks and recreation 4,219,540 4,425 490 4,187,111 {238,379)
Balch iibrary 364,941 365,041 348,453 {17,488)
Engineering and public works 9,082,002 8,162,663 8,256,677 {905,986)

Total expenditures 27,569,853 28,246,464 25,975,407 (2.271,057)
Revenues over expenditures 88,506 (588,105) 1,859,411 2,447,516
Other Financing Sources (Uses).

Debt issuance 400,000 400,000 5,606,510 5,208,510

Premiums on bonds issued - - 248,788 248,788

Payment {o escrow agent - - {5,780,087) (5,780,087}

Transfers in 2,282,000 2,282,000 6,418,497 4,136,497

Transfers out (5,744,373) {5,744,373) (7,807,644} (2,063,271)

Other financing uses, net (3,062,373) {3,062,373) (1,313,836} 1,748,437
Net change in fund balance (2,973,867) {3,650,478) 545475 4,185,953
Fund balance, beginning 2,973,867 3,850,478 5,752,963 2,102 485
Fund balance, ending - - § 6298438 § 6,208,438

See Nofes to Financial Statements.
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TOWN OF LEESBURG, VIRGINIA
Exhibit 8
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
June 30, 2003

Bustness-type Activities - Enterprise Funds

Water and
Alrpart Sewer Tolals
ASSETS
Current Assels:
Cash, cash equivalents, and temporary cash invesiments $ B52,166 § 42,535,808 § 43387975
Accounts recelvables, het 67,024 1,408,501 1,475,525
Accrued interest - 93,706 53,708
Due from other governments 511,668 - 511,668
Total current assets 1,430,858 44,038,018 45,468 874
Noncurren! Assels.
Restricted cash - 588,363 589,363
Defarred charges - 149,728 149,728
Capltal assels:
Land 8,089,063 1,686,356 10,675,418
Buildings and tmprovements 2,236,063 - 2,236,063
Water system - 47,253,723 47,253,723
Sewer system - 71,218,102 71,218,102
Equipment 1,245,130 1,880,088 3,235,228
Hangars 3,184,882 - 3,184,882
Runway 12,424 BEB - 12,424 868
Software - 13,000 13,000
Construction in progress 2007477 3,156,248 5,163,725
Less: accurnulated depreciation (4,084 617) (23,182,753} (27,237,370}
Total capital assets {net of accumulated depreciation) 26,102,866 102,064,774 128,167,640
Total noncurrent assets 26,102,866 102,803,865 128,806,731
Total assets 27,533,724 146,841,881 174,375,605
LIABILITIES
Current Liabilifies:
Accounis payable 361,973 1,153,122 1,515,085
Accrued payroll 2976 B2,777 85,753
Accrued insurance claims - 113,758 113,758
Accrued interest 99,870 735,656 B35,526
Compensated absences 172 27444 278616
Retalnage payable 110,014 4,585 - 114,600
Advances from other funds 697,736 “ 687,736
Bonds payable 189,780 948,500 1,149,680
Cuslomet deposits and contingeni charges 19,175 1,000,287 1028462
Total current labilities 1,491,686 4,076,530 5,568,226
Noncurrent Liabilities:
Compensated absetices 1.883 245,181 253,064
Bonds payable 4,783,506 33,392,242 38,175,748
Total noncurrent liabilities 4,791,389 33637423 38,428,812
Total liabijities 6,283,085 37,713,953 43,987,038
NET ASSETS
Invested in capital assels, net of reiated debt 21,119,580 67,722,632 88,842 212
Unrestricted 131,058 41,405,296 41,536,365
Total net assets $ 21,250,639 § 109,127,928 § 130,378,567

See Notes to Financial Statements.
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TOWN OF LEESBURG, VIRGINIA

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUNDS
Year Ended June 30, 2003

Exhibit 9

Business-type Activities - Enterprise Funds

Water and
Airport Sewer Totals
Operating Revenues:
Charges for services 848,521 % 7,800,012 § 8,657,533
Other - 77,854 77,854
Total operating reventes 848,521 7,886,866 8,735,387
Operating Expenses:
Personal service 279,928 4,459,019 4,738,947
Contractual services 80,736 370,052 450,788
Depreciation 500,643 2,664,120 3,164,763
Other charges 82,288 2,846,772 2,829,058
Total operating expenses 943 583 10,330,963 11,283,556
Operating loss (95,072) {2,453,097) {2,548,169)
Nonoperating Revenue (Expenses).
interest on investments 19,780 645,493 665,283
Interest and fiscal charges on bonds/notes (262,527) (1,745,030) {2,007 557)
Loss on disposal of assets {71,636) - {71,638)
Total nonoperating expenses, net (314,373} {1,099,537) (1,413,910)
Loss before grants, contributions and transfers (409,445) (3,552,634) (3,962,079)
Capital grant revenus 1,426,346 66,439 1,492.785
installation and connection charges - 11,005,753 11,005,753
Developer donated assets - 1,045,830 1,045,830
Transfers in 209,117 - 289 117
Transfers out (309,865} (1,803,000} (2,112,685)
Change in net assets 1,006,353 6,762,388 7,768,741
Total net assets, beginning 20,244 266 102,365,540 122,600,826

Total net assets, ending

See Notes to Financial Statements.

$ 21250639 $ 109,127,928 § 130,378,567
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TOWN OF LEESBURG, VIRGINIA
Exhibit 10

Page 1
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
Year Ended June 30, 2003

Business-type Activities - Enterprise Funds

Water
and
Alrport Sewer Totals
Cash Flows From Operating Activities:
Receipts from customers 3 B44,971 % B,011,088 § 8,856,958
Payments to suppliers for goods and services {179,062) {2,742,564) (2,921,626)
Payments to employees for services (279,130) (4,453 616) (4,732,746)
Other receipts {payments) - 77,854 77,854
Net cash provided by operating activities 386,779 893,662 1,280,441
Cash Flows From Noncapital and Related Financing Activities:
Transfers out (309,665) (1,803,000 (2,112,665)
Transfers in 2098 117 - 299 117
Net cash used in noncapital and related
financing activities (10,548) (1,803,000) (1,813,548)

Cash Flows From Capital and Related Financing Activities:

Connection availability fees 11,005,753 11,005,753

Grant revenue 1,670,025 656,439 1,736,464
Acquisition and construction of capital assets (2,944 495) (4,986,041)  {7,830,536)
Interest (217,076) (1,674,731) (1,881,807)
Proceeds from debt issuance 2,131,885 2,335,494 4 487,389
Payments to escrow agent and issuance costs (85,855) {2,335,494)  {2,421,3409)
Principal paid on bonds (171,777) (1,467,401) {1,638,178)
Net cash provided by capital and related
financing activities 382,717 2,944 019 3,326,736
Cash Flows From investing Activities:
Interest on Investments - 19,790 930,233 950,023
Net cash provided by investing activities 18,790 030,233 850,023
Net increase in cash and cash equivalents 778,738 2,964,914 3,743,652

Cash and Cash Equivalents
Beginning 73,428 40,160,258 40,233,686

Ending $ 852,166 § 43,125,172 §43,977.338
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TOWN OF LEESBURG, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 1. Summary of Significant Accounting Policies (Continued)

C.

Basis of Presentation - Fund Accounting

The accounts of the Town are organized on the basis of funds which are considered to
be a separate accounting entity. The operations of each fund are accounted for by
providing a separate set of self-balancing accounts which comprise its assets, liabilities,
fund balance/net assets, revenues and expenditures or expenses, as appropriate. The
various funds of the primary government are included in the financial statements as
foliows:

1.

Governmental Funds are those funds through which most govemmental
functions typically are financed. Governmental fund reporting focuses on the
sources, uses and balances of current financial resources. Expendable assets
are assigned to the various governmental funds according to the purposes for
which they may or must be used; current liabilities are assigned to the fund from
which they are paid; and the difference between governmental fund assets and
liabilities, the fund equity, is referred to as "fund balance." The measurement
focus is upon determination of changes in financial position, rather than upon net
income determination. The following comprise the Town's major govermnmental
funds:

General Fund — The General Fund is the general operating fund of the Town, All
general tax revenues and other receipts that are not aliocated by law or
contractual agreement to some other fund are accounted for in this fund. Many
of the more important activities of the Town, including operation of the Town's
general service departments, sireet and highway maintenance, public safety,
parks and recreation, and library are accounted for in this fund.

Debt Service Fund ~ The Debt Service Fund accounts for the servicing of
general long-term debt not being financed by proprietary funds.

Buildings Capital Projects Fund — The Buildings Capital Projects Fund is used to
account for all resources used in the acquisiion and construction of capital
facilities and other fixed assets, with the exception of those that have been
segregated into separate capital project funds by management or are financed
through proprietary funds. The Town has elected to treat the Buildings Capital
Projects Fund as major, although it has not met the criteria requiring such
treatment for fiscal year 2003.

Highways Capital Projects Fund — The Highways Capital Projects Fund is used
to account for all resources used in the acquisition and construction of the
Town's streets and other infrastructure. The Town has elected {o treat the
Highways Capital Projects Fund as major, although it has not met the criteria
requiring such treatment for fiscal year 2003.
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TOWN OF LEESBURG, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies {(Continued)

C.

Basis of Presentation - Fund Accounting

Other governmental funds of the Town are considered nonmajor and are as
follows:

Other Capital Projects Funds - The Other Capital Projects Funds are used to
account for all resources used in the acquisition and construction of capital
facilities and other fixed assets that management has chosen to report separately
from the building and highway capital projects of the Town. The nonmajor capital
project funds consist of the Parks and Recreation Fund and the Storm Drains
Fund.

Special Revenue Funds — Special Revenue Funds are used to report resources
that are legally restricted and may be used for purposes that support the
designated reporting government's program. The Town's Special Revenue
Funds consist of the Balch Library and frwin W. Uran Funds.

Proprietary Fund Types are used to account for activities which are similar to
those often found in the private sector. All assets, liabilities, equities, revenues,
expenses and fransfers related to the government's business activities are
accounted for through proprietary funds. The measurement focus is upon
income determination, financial position, and cash flows. In accordance with
GASB Statement No. 20, Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities that Use Proprietary Fund Accounting,
the Town has elected fo apply all applicable FASB pronouncements, including
those issued on or before November 30, 1988, except for those pronouncements
which conflict with or contradict GASB pronouncements.

Enterprise Funds - Enterprise Funds are used to finance and account for the
acquisition, operation and maintenance of the Town's facilities and services,
which are supported primarily by user charges. The following comprise the
Town's major enterprise funds:

Airport Fund —~ This fund is used fo account for the operation and maintenance of
the Town's airport. The Airport Fund also receives funding through State and
Federal grants and general fund transfers.

Water and Sewer Fund — This fund is used to account for the operation and
maintenance of the Town's water system and sanitary sewer system.
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TOWN OF LEESBURG, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 1. Summary of Significant Accounting Policies {(Continued)

D.

Measurement Focus and Basis of Accounting

The Town adopted GASB Statement No. 34, Basic Financial Statements and
Management's Discussion and Analysis for State and Local Governments, during the
fiscal year ended June 30, 2003. The adoption of this Statement is meant to present the
information in a format more closely resembling that of the private sector and to provide
the user with more managerial analysis regarding the financial resulis and the Town's
financial outlook.

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund
financial statements. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Property taxes
are recognized as revenues in the year for which they are levied. Granis and similar
iterns are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been mef.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the Town
considers revenues to be available if they are collected within 75 days of the end of the
current fiscal period except for property taxes which are recognized as revenue if they
have been collected within 45 days after year end. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting. However, debt service
expenditures, expenditures related fo compensated absences, and claims and
judgments are recorded only when payment is due.

In applying the susceptible to accrual concept to intergovernmental revenues, the legal
and confractual requirements of the numerous individual programs are used as
guidance. There are, however, essentially two types of these revenues. In one, monies
must be expended on the specific purpose or project before any amounts will be paid to
the Town; therefore, revenues are recognized based upon the expenditures recorded
and the availability criteria. In the other, monies are virtually unrestricted as to purpose
of expenditure, and are usually revocable only for failure to comply with prescribed
requirements. These resources are reflected as revenues af the time of receipt, or
earlier if the susceptible to accrual criteria are met.

Licenses and permits, fines and forfeitures, charges for sales and services (other than
utility) and miscellaneous revenues are generally recorded as revenue when received
because they are generally not measurable until actually received. In the category of
use of money and property, property rentals are recorded as revenue when received, but
investment earnings are recorded as earned, since they are measurable and available.
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TOWN OF LEESBURG, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 1. Summary of Significant Accounting Policies (Continued)

D.

Measurement Focus and Basis of Accounting (Continued)

Amounts reported as program revenues include 1) charges to customers or applicants
for goods, services, or privileges provided, 2) operating grants and contributions, and 3)
capital grants and contributions, including special assessments. Internally dedicated
resources are reported as general revenues rather than as program revenues. Likewise,
general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund's principal ongoing
operations. The principal operating revenues of the Town's enterprise funds are
charges to customers for sales and services. Operating expenses for enterprise funds
include the cost of sales and services, administrative expenses and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.

Budgetary Data

Budgetary Information

Budgets are adopted and maintained on the modified accrual basis adjusted for
encumbrances. Annual appropriated budgets are adopted for the General Fund. All
annual appropriations lapse at fiscal year-end to the extent they have not been
expended or lawfully encumbered. Project-length financial plans are adopted for all
Capital Projects Funds. Budgets are not adopted for the Debt Service Funds since
budgetary control is maintained through the General Fund. Budgets for enterprise funds
serve as a spending guide for the Town and do not constitute legally binding limitations.

Encumbrances represent commitments related to unperformed contracts for goods or
services. Encumbrance accounting, under which purchase orders, contracts and other
commitments for the expenditure of resources are recorded to reserve that portion of the
applicable appropriation, is employed as an extension of formal budgetary infegration in
the General Fund. Encumbrances outstanding at year-end are reported as reservations
of fund balances and do not constifute expenditures or liabilities because the
commitments will be honored during the subsequent year.

Each year all departments of the government submit requests for appropriation to the
Town Manager so that a budget may be prepared. The budget is prepared by fund,
department, activity, and expenditure and includes information on the past, current year
estimates, and requested appropriations for the next fiscal year.
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TOWN OF LEESBURG, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 1. Summary of Significant Accounting Policies (Continued)

E. Budgetary Data (Continued)
Budgetary information (Continued)

Before April 1, the proposed budget is presented to the Town's Council for review. The
Town Council holds public hearings and may add to, subtract from, or change
appropriations, but may not change the form of the budget. Any changes in the budget
must be within the revenues and reserves estimated as available by the Town's
Manager or the revenue estimates must be changed by an affirmative vote of a majority
of the Town Council.

Expenditures may nof legally exceed budgeted appropriations at the department level.
The Town Manager has authority to amend or transfer appropriations within the
department fevel. During the year ended June 30, 2003, General Fund supplemental
appropriations totailing $676,611 were authorized by Town Council.

Budgeled (Non-GAAPYGAAP Reconciliation

The foliowing is a reconciliation of actual General Fund expenditures and fund balance
presented on the budgetary baslis in Exhibit 7 to the actual General Fund expenditures
and fund balance presented in Exhibit 5 in accordance with accounting principles
generally accepted in the United States of America:

Total
Expenditures
and Fund
Transfers Balance
Budgetary basis as per Exhibit 7 $ 25975407 % 6,208,438
Encumbrances at June 30, 2003 (1,038,541) 1,038,541
GAAP hasis per Exhibit & § 24,936,866 $ 7,336,979

F. Other Significant Accounting Policies

1. Cash and Cash Equivalents

The Town considers all highly liquid investments purchased with a maturity of
three months or less to be cash equivalents.

Cash of individual funds are combined to form a pool of cash and invesiments.
The pool consists primarily of government obligations and a local government
investment pool. The government securities are stated at fair value based on
quoted market prices and the investment in the local government investment pool
(a 2a7-like pool} is reported at the pool's share price. Interest earned as a result
of pooling is distributed to the appropriate funds utilizing a formula based on
month-end balances.
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Note 1. Summary of Significant Accounting Policies (Continued)

F.

Other Sianificant Accounting Policies (Confinued)

2.

Investments

Investrents are stated at fair value based on guoted market prices.

Property Taxes

Real estate and personal property taxes are assessed annually by Loudoun
County, Virginia, for all property of record as of January 1. The Town bills and
collects its property faxes based on the assessed values provided by the County.
Real estate taxes are levied annually on January 1 and are due in semi-annual
instaliments on June 5 and December 5. Personal property taxes are levied
annually on January 1 and are due October 5 with pro-ration of personal property
taxes throughout the year. Prorated personal property taxes levied after June 15
are due February 5.

Collections of real estate and personal property taxes between July 1 and August
15 of the subsequent fiscal year, classified as delinquent at June 30, are
recorded as revenue for the fiscal year then ended. Liens aitach to the property
when the tax remains unpaid after July 1 of the following year. The billings are
considered past due after the respective tax billing date at which time the
applicable property is subject to a 10% penaity and interest is assessed 30 days
therefrom,

Restricted Assets

Trustee Held Escrow Deposits — Ceriain proceeds of the Town's 1997 Ulility
System Revenue Refunding Bonds as well as cerfain resources set aside for
their repayment, are combined and classified as restricied assets on the balance
sheet because their use is limited by applicable bond covenants and are to be
held by a trustee. The Utility System Bond Fund Interest Account and Principal
Account are used o report resources set aside for future debt service. The Utility
System Debt Service Reserve Fund is used to the extent necessary to set aside
reserve funds for interest and principal debt service payments,

Customer Deposits — The Town collects a utility deposit when a new customer
establishes a water/sewer account. Under certain circumstances, the deposit is
refunded. Cash is restricted to set aside resources for future refunding along
with a related customer deposit liability.

Off-site Fees, Performance Bonds, Lease Escrow and Cash funds are restricted
to set aside resources designated for fulfilling the obligation related to these
deposit liabilities. As funds are utilized for these purposes, the restricted cash
asset and deposit liability is reduced.
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Note 1. Summary of Significant Accounting Policies (Continued)

F.

Other Significant Accounting Policies (Continued)

5.

Capilal Assets

Capital assets, which include property, plant and equipment, and infrastructure
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the
applicable governmental or business-type activities columns in the government-
wide financial statements. Capital assets are defined by the government as
assets with an initial, individual cost of more than $5,000 ($50,000 or more for
infrastructure) and an estimated useful life in excess of two years. Such assets
are recorded as historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value
at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the
asset or materially extend asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets of
business-type activities is included as part of the capitalized value of the assets
constructed.

Property, plant and equipment of the government is depreciated using the
straight-ine method over the following estimated useful lives:

Years
Buildings and improvements 15 - 50
Infrastructure 50
Water and sewer system 10—~ 100
Hangars and runways 10-50
Vehicles 5-12
Equipment 5-25
Software 5- 20

The Town's Balch Library contains reference material and library books that are
not capitalized. These items are irreplaceable and only available for educational
and research purposes to be compieted at the library.
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Note 1. Summary of Significant Accounting Policies {Continued)

F.

Other Significant Accounting Policies (Continued)

6.

Deferred Revenue

Deferred revenue in the governmental funds represents amounts due, which are
measurable but not available.

inter-fund Transactions

Transactions among Town funds that would be freated as revenues and
expenditures or expenses if they involved organizations external to the Town
government are accounted for as revenues and expenditures or expenses in the
funds involved.

Transactions, which constitute reimbursements fo a fund for expenditures initially
made from it, which are properly applicable to another fund, are recorded as
expenditures in the reimbursing fund and as reductions of expenditures in the
reimbursed fund.

Transactions, which constitute the transfer of resources from a fund receiving
revenues to a fund through which the revenues are {o be expended, are
separately reported in the respective funds' operating statements.

Activity between funds that are representative of lending/borrowing arrangements
at the end of the fiscal year are referred to as “due toffrom other funds” or
*advances foffrom other funds”. Any residua! balances outstanding between the
governmental activities and business-type aclivities are reported in the
government-wide financial statements as “internal balances”.

Noncurrent portions of long-term inter-fund loan receivables are reported as
advances within the governmental funds, and are offset equaily by a fund
balance reserve account which indicates that they do not constitute expendable
available financial resource and, therefore, are not available for appropriation.

Compensated Absences

It is the Town's policy to permit employees to accumulate earned but unused
vacation and sick pay benefits. No liability is reported for unpaid accumulated
sick leave. All vacation pay is accrued when incurred in government-wide and
proprietary financial statements. For governmental fund types, the amount of
accumulated unpaid vacation leave which is payable from available resources is
recorded as a liability of the respective fund only if they have matured, for
example, as a resuit of employee retirements and resignations.
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Note 1. Summary of Significant Accounting Policies (Continued)

F.

Other Significant Accounting Policies (Continued)

9.

10.

1

Long-Term Obligations

in the government-wide financial statements, and proprietary fund types in the
fund financial statements, long-term debt and other long-term obligations are
reported as liabiliies in the applicable governmental activities, business-type
activities or proprietary fund type statement of net assets. Bond premiums and
discounts are deferred and amortized over the life of the bonds using the
straight-line method. Bonds payable are reported net of the applicable premium
or discount. Bond issuance costs are reported as deferred charges and
amortized over the term of the related debt.

in the fund financial statements, governmental fund types recognize bond
premiums and discounts, as well as issuance costs, during the current period.
The face amount of debt issued is reported as other financing sources.
Premiums received on debt issuances are reporied as other financing sources
while discounts are reported as other financing uses. Issuance costs, whether or
not withheld from the actual debf proceeds received, are reported as debt service
expenditures.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legally
restricted by outside parties for use for a specific purpose. Designations of fund
balance represent tentative management plans that are subject to change.

Net Assets

Net assets represent the difference befween assets and liabilities. The caption
"net assets invested in capital assets, net of related debt” consists of capital
assets, net of accumulated depreciation, reduced by the outstanding balances of
any borrowings used for the acquisition, construction or improvement of those
assets. Net assets invested in capital assets, net of related debt excludes
unspent debt proceeds. Net assets are reported as restricted when there are
limitations imposed on their use either through the enabling legislation adopted
by the Town or through external restrictions imposed by creditors, grantors or
laws or regulations of other governments.

The Town first applied restricted resources when an expense is Incurred for
purposes for which both restricted and unrestricted net assets are available.
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Nofe 1. Summary of Significant Accounting Policies (Continued)

F. Other Significant Accounting Policies (Continued)

12. Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepied in the United States of America requires management fo
make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the
financial statemenis and the reported amounis of revenues and
expendituresfexpenses during the reporting period. Actual results could differ
from those estimates.

Note 2. Deposits and Investments

Deposits. All cash of the Town of Leesburg is maintained in accounts coliateralized in
accordance with the Virginia Security for Public Deposits Act, Section 2.2-4400 et. seq. of the
Code of Virginia or covered by federal depository insurance.

Investments. Statutes authorize the Town fo invest in obligations of the United States or
agencies thereof, obligations of the Commonwealth of Virginia or political subdivisions thereof,
obligations of the International Bank for Reconstruction and Development (World Bank), the
Asian Development Bank, the African Development Bank, "prime quality” commercial paper and
certain corporate notes, banker's acceptances, repurchase agreemenis and the Stale
Treasurer's Local Government Investment Pool (LGIP).

The Director of Finance has investments in the LGIP. The LGIP is a professionally managed
money market fund which invests in qualifying obligations and securities as permitted by
Virginia statutes. Pursuant to Sec. 2.2-4805 Code of Virginia, the Treasury Board of the
Commonwealth sponsors the LGIP and has delegated certain functions to the State Treasurer.
The LGIP reports to the Treasury Board at their regularly scheduled monthly meetings. The fair
value of the position of the LGIP is the same as the value of the pool shares, i.e., the LGIP
maintains a stable net asset value of $1 per share.
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Note 2. Deposits and Investments (Continued)

The Town's investments are categorized below to give an indication of the level of risk assumed
by the Town at year-end. Category 1 includes investments that are insured or registered or for
which the securities are held by the Town or ifs safekeeping agent in the Town's name.
Category 2 includes uninsured and unregistered investments for which the securities are held
by the broker or dealer bank's frust depariment or safekeeping agent in the Town's name.
Category 3 includes uninsured and unregistered investments for which the securities are held
by the broker or dealer, or by its trust department or safekeeping agent but not in the Town's

name.

At year-end, the Town’s investments balances were as follows:

Category Fair
1 2 Value
L. 8. government securities % - $ 28,116,724 § 28,116,724
Commercial paper - 13,500,405 13,500,405
$ - $ 41,617,129 § 41,617,129
Investments not subject to risk
categorization:
State non-arbitrage program 3,180,925
Local Government Investment Pool 7,659,351
U. 8. money market funds 1,142,779
Total investments 53,600,188
Total deposits 8,641,176
Total cash on hand and petty cash 2,200
Totai cash, cash equivalents, and temporary
cash investments 62,243,564
Reconciliation to cash, cash equivalents, and
temporary cash investments of the reporting
entity as reported on the statement of net assets:
Cash, cash equivalents, and temporary cash invesiments 55,744,047
Restricted cash 6,499,517
Total 62,243,564
Note 3. Estimated Unbilled Revenue

Water and sewer fund revenues are estimated at year-end for unbilled services rendered. The
amounts are determined by estimating services rendered based on past services provided. At
June 30, 2003, estimated unbilled services included in accounts receivable and revenue

amounted to approximately $743,000.
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Note 4. Receivables

Recejvables at June 30, 2003 for the government's individual major and nonmajor funds,
including the applicabie allowances for uncollectible accounts, are as follows:

Primary Government

Water
and
General Alirport Sewer
Fund Fund Fund Totals
Property taxes $ 4,558,015 § - - % 4,558,015
Utility taxes 230,105 - - 230,105
Local taxes 684,499 - - 684,499
Accounts 32,030 70,024 1,468,501 1,570,555
Gross receivables 5,504,649 70,024 1,468,501 7,043,174
Less allowance for uncollectible
accounts (50,000) (3,000) (60,000) (113,000)
Net receivables $ 5454649 § 67,024 $ 1,408,501 § 6,930,174

Governmental funds report deferred revenue in connection with receivables for revenues that
are not considered to be available to liquidate liabilities of the current period. Governmental
funds also defer revenue recognition in connection with resources that have been received, but
not yet earned. At the end of the current fiscal year, the various components of deferred
revenue and uneamed revenue reported in the General Fund were as follows:

Unavailable Unearned
Delinguent property taxes receivable $ 538,789 & -
Advance collection of 2003-2004 taxes - 73,124
2003-2004 property taxes receivable - 3,829,530
$ 538,789 8§ 3,802,654
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Note 5. Due From Other Governments

At June 30, 2003, amounts due from other governmentis were as follows:

General Fund:
Commonwealth of Virginia:
i.ocal sales taxes
Other taxes and excess fees
ABC profits
Highway maintenance funds

Federal Government
Northern Virginia Cigarette Tax Board
Other governments

Total Generat Fund

Capital Projects Fund:
Parks and Recreation Fund:
Virginia Department of Transportation

Highways Capital Project Fund:
Virginia Department of Transportation

Enterprise Fund:

Airport Fund;
Commonwealth of Virginia
Federal government

Total Airport Fund

Total
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$ 754,015
29,365
10,912

409,329

1,203,621

15,562

98,082

15,357

1,332,622

98,500

18,023

202,033
309,635

511,668

$ 1,960,813
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NOTES TO FINANCIAL STATEMENTS

Note 6. Capital Assets

Capital asset activity for the year ended June 30, 2003 is as foliows:

Restated
Beginning {Deletions)/ Ending
Balance Increases Reclassifications  Balance
Governmental activities:
Capital assets, not being depreciated:
Land $ 24,561,126 § 509,817 § - § 25070943
Construction in progress 10,720,708 6,001,649 {16,086,181) 636,176
Total capital assets,
not being depreciated 35,281,834 6,511,466 {(16,086,181) 25,707,119
Capital assets, being depreciated:
Buildings and improvements 35,554,713 - 10,456,120 46,010,833
Equipment 2,174,917 658,657 (89,754) 2,743,820
Vehicles 2,196,260 450,748 (21,570) 2,625,438
Infrastructure 76,025,416 3,429,321 5,593,380 85,048,117
Total capital assets being
depreciated 116,951,306 4,538,726 15,938,176 136,428,208
Less aceumutiated depreciation for:
Buildings and improvements {(7,294,140) (943,477) 36,681 {8,200,936)
Vehicles (1,186,855) (221,709) 21,570 (1,386,994)
Equipment {1,098,017) (267,064) 89,754 (1,273,327}
Infrastructure (16,748,914)  (1,610,735) - (18,359,649)
Total accumuiated depreciation (26,325,926) (3,042,985} 148,005 (29,220,908)
Total capital assets being
depreciated, net 89,625,380 1,495,741 16,086,181 107,207,302
Governmental activities capital assets, net $§ 124,907,214 § 8,007,207 $ - § 132,814,421

The beginning balances were restated by $73,025,739 to capitalize additional assets identified
by the Town's infrastructure valuation study and record accumulated depreciation in accordance
with the adoption of GASB Staterment No. 34.
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Note 6. Capital Assets (Continued)

Beginning {Deletions)/ Ending
Balance Increases Reclassifications Balance
Business-type activities:
Capital assets, not being depreciated:
Land $ 8968238 § 1,707,181 § - & 10675419
Construction in progress 3,783,343 5,293,558 (3,913,176) 5,163,725
Total capital assets,
not being depreciated 12,751,581 7,000,739 (3,913,176) 15,839,144
Capital assets, being depreciated.
Water system 45,508,265 598,593 1,146,865 47,253,723
Sewer system 70,617,935 600,167 ~ - 71,218,102
Equipment 3,089,545 326,767 {181,084) 3,235,228
Hangars 3,184,882 - - 3,184,882
Runway 9,658,557 - 2,766,311 12,424,868
Buildings and improvements 2,236,063 - - 2,236,063
Software 13,000 - - 13,000
Total capital assets being
depreciated 134,308,247 1,525,527 3,732,092 139,565,866
Less nccumulated depreciation for:
Water system {9,201,190) (580,049) - (10,181,239)
Sewer system (10,260, 417)  (1,445,397) - {11,705,814)
Equipment (1,465,461) (318,581) 109,448 (1,674,584)
Hangars (256,576) (127,071) - (383,647)
Runway (2,228,958) (234,278) - (2,463,236)
Buildings and improvements (757,653) (58,987) - (816,640)
Software {11,800) (400) - {12,200)
Total accumulated depreciation (24,182,055)  (3,164,763) 109,448 (27,237,370)
Total capital assets being
depreciated, net 110,126,192 {1,638,236) 3,841,540 112,328,496

Business-type activities capital assets, net § 122,877,773 § 5,361,503 § (71,636) 3 128,167,640

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:

Executive $ 307,925
Finance 16,107
Public safety 286,093
Parks and recreation 383,819
Balch Library 185,169
Engineering and public works 1,860,772

Total depreciation expense - governmental activities $ 3,042,985

Business-type activities:

Airport $ 500,643
Water and sewer 2,664,120

Total depreciation expense - business-type activities $ 3,164,763
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Note 7. Interfund Assets/Liabilities

Advance from/to other funds:

Receivable Fund Payable Fund Amount

General Airport $ 697,736

The Airport Fund has not had sufficient cash flow from operations to meet all of its operating
expenses and debt service costs. As a result, the General Fund has made operating cash
advances to the Airport Fund to provide working capital and cover the annual cash deficits. No
formal terms have been established for the repayment of the balance.

Note 8. Long-Term Debt

General Obligation Bonds

The Town issues general obligation bonds to provide funds for the acquisition and construction
of major capital facilities and for refunding of general obligation bonds. General obligation
bonds have been issued for both general government and proprietary activities. These bonds
are reported in the proprietary funds if they are expected to be repaid from proprietary fund
revenues. During fiscal year 2003, $2,044,665 of principal payments on the 2000 series
general obligation bonds were included in the Debt Fund principal payments in order o move
the obligation to the Airport Fund. General obligation bonds are direct obligations and pledge
the full faith and credit of the Town.

Outstanding long-term debt at June 30, 2003, includes the following bond issues:

General Obligation Bonds:

$7,930,000, 2003 General Obligation Refunding Bonds, due
in annual instaliments of $80,000 to $1,635,000 beginning
August 2003 through August 2010; interest at 4.50% $ 7,830,000

$4,200,000, 2001 General Obligation Bonds due in annual
instaliments of $154,578 through January 2022, including
interest at 4.02% 4,079,803

$14,545,000, 2000 General Obligation Public Improvement Bonds
due in annual instaliments of $195,000 fo $1,810,000 through
January 2021; interest at 4.75% 1o 6% 14,385,000

$9,480,000, 1999 General Obligation Public Improvement Bonds

due in annual installments of $375,000 to $700,000 through
June 2018; interest at 3.85% to 4.80% 8,250,000
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Note 8. Long-Term Debt {Continued)
General Obligation Bonds: (Continued)

$8,035,000, 1998 General Obligation Refunding Bonds due in
annual installments of $305,000 to $965,000 through July 2016;
interest at 4.00% to 4.50% $ 7,165,001

$670,000, 1998 General Obligation Bond due in monthly
instaliments of $6,928 through February 2008, including
inferest at 4.45% 349,734

$12,300,000, 1986 General Obligation Public Improvement Bonds,

$5,065,000 refunded December 1988, remaining balance due

in annual installments of $530,000 to $705,000 through June 2010,

interest at 4.90% to 5.40% 4,290,001

$18,065,000, 1993 General Obligation Refunding Bonds,

$1,020,000 refunded December 1998 and $7,805,000

refunded May 2003, remaining balance due in August 2003;

interest at 5.20% 1,405,000

Revenue Bonds:

The Town also issues bonds where the Town pledges income derived from the acquired or
constructed assets to pay debt service.

$11,000,000, VRA 1999 Utility System Revenue Bonds;
due in semi-annual principal and interest instaliments of
$391,534; interest at 3.50% 10,182,721

$23,265,000, 1897 Utility System Revenue Refunding Bonds due
in annual instaliments beginning July 2004 of $70,000 fo

$1,900,000 through July 2022; interest at 4.50% to 5.125% 23,265,000
81,302,260

Less unamortized premium, discount and deferred loss, net 2,408,714

Total bonded debt ' $ 78,895,546

The Revenue Bonds constitute special obligations of the Town solely secured by a lien on and
pledge of the net revenues of the water and sewer system. The revenue of the water and sewer
system and the various special funds established by the bond covenants collateralizes the
bonds. The covenants provide that the revenue of the system is to be used first to pay
operating and maintenance expenses of the system and second to establish and maintain the
revenue bond funds. Any remaining revenues may then be retained in a surplus account. The
covenants also contain certain provisions, which reguire the Town to maintain revenues, as
defined in the covenants of at least 1.25 times the annual debt service requirements. For fiscal
year 2003, all revenue bond covenants were met.

AT




TOWN OF LEESBURG, VIRGINIA
NOTES TO FINANCIAL STATEMENTS

Note 8. Long-Term Debt (Continued)

The allocation of debt o business-type and governmental activities net of premium, discount,
and deferred loss is as follows: .

Business-
Type Governmental
Description Activilies Activities Totals

Bond long-term debt:
1993 General obligation refunding $ 411,665 % 003,335 § 1,405,000
1996 General obligation 313,902 3,976,009 4,290,001
1997 Utility revenue refunding 20,876,700 - 20,876,700
1698 General obligation 349,734 - 349,734
1898 General obligation refunding 1,290,601 5,874,400 7,165,001
1998 Public improvement - 8,250,000 8,250,000
1909 VRA utility revenue 10,182,721 - 10,182,721
2000 Public improvement 3,581,865 10,803,135 14,385,000
2001 General obligation bond - 4,079,803 4,079,803
2003 General obligation refunding 2,318,240 5,593,346 7,911,586

Total bonds payable 39,325,428 36,670,118 78,895,546
Other long-term debt:
Note payable - 40,000 40,000
Capital leases - 359,681 359,681
Accrued vacation 280,680 809,326 1,090,006

Totals $ 39,606,108 3 40,779,125 $ 80,385,233

The following is a summary of long-term liability activity of the primary government for the year
ended June 30, 2003:

Due
Begirining Ending Within
Balance Additions Retirements Balance One Year
Governmental Activities:
Bonds payable $ 43,962,288 § 5,593,346 § 9685516 § 38,570,118 $ 2,465,801
Note payable B0,000 - 40,000 43,000 40,000
Capital lease 677,775 - 318,054 359,681 479,833
Accrued vacation 783,709 752 767 707,150 809,326 77,488

Governmental activities
long-term activities $ 45483772 % 6,346,113 § 11,050,760 §$§ 40,779,126 § 2,763,122

Net additions fo bonds payabile consisted of $5,606,510 of proceeds, $248,788 of premium, and
$261,952 of deferred loss.

The retirement of general obligation bonds includes $5,518,135 defeased by the 2003 General
Obligation Refunding and $2,044,665 of the 2000 Public Improvement Bonds being transferred
to the Utility Fund.
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Note 8.

Long-Term Debt (Continued)

Annual requirements to amortize long-term debt and related interest payments are as follows:

Year Ending Bonded Obligations Capital Leases Nole Payable
June 30, Principal Interest Principal interest Principal Interest
2004 $ 2465801 & 1,755,505 $ 179,833 § 10,322 5 40,000 % 1,125
2005 2,534,582 1,703,735 179,848 5162 - .
2006 2,552,672 1,591,897 - - -
2007 2,547,942 1,473,829 - - - -
2008 2,484,509 1,364,232 - - - -
2009-2013 11,368,735 5,167,435 - - - -
2014-2018 10,237,431 2,670,028 - - -
2019-2022 5,301,612 527,381 - - -
Less unamortized
amounts (13,166) - - - - -
Totals $ 39,570,118 § 16,254,043 $ 359681 § 15484 $ 40,000 % 1,125
Due
Beginning Ending Within
Balance Increases Decreases Balance One Year
Business-type Activities:
Bonds payable $ 38,766,000 $ 4,382,905 $ 3,803,477 § 39,325428 § 1,149,680

Compensated absences 248,295

253,922

219,537

280,680 27,616

Business-type activities
long-term liabilities $

38,012,205 § 4,616,827 §

4.023,014

$ 39,606,108 § 1,177,206

Annual requirements to amortize long-term debt are as follows:

Year Ending Bonded Obligations
June 30, Principal Interest
2004 1,149,680 & 1,879,001
2005 1,940,656 1,856,153
2008 2,022,766 1,771,886
2007 2,063,652 1,682,729
2008 2,041,369 1,584,992
2008-2013 10,423,185 6,633,397
2014-2018 11,878,461 4,107,838
2019-2022 10,099,207 1,154,821
Less unamortized amounts (2,393,548) -

$ 39325428 § 20,681,71

The iegal debt margin mandated by the Commonwealth of Virginia is $310,067,393, which is
computed, based upon 10% of the assessed value on real estate subject to taxation less

applicable bonded debt.

Capital Lease Payable. The Town is obligated under a lease accounted for as a capital lease.

Assets purchased through capital lease programs are subject to security agreements.

The

carrying value of assets under the outstanding capital lease totalled approximately $431,600. The

interest rate on the lease approximates 2.87%.
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Note 8. Long-Term Debt (Continued)

Nofe Payable. The Town is obligated under a note payable dated March 1992 to the Virginia
Outdoor Recreation and Revolving Loan Program. The terms of the note are $200,000 at
3.75% with annual principal payments of $40,000 through March 2004.

in prior years, the Town defeased certain general obligation debt by placing the proceeds of
new bonds in an irrevocable trust to provide for all future debt service payments on the old
bonds. Accordingly, the trust account assets and the fiability for the defeased bonds are not
included in the Town's financial statements. At June 30, 2003, approximately $13,890,000 of
bonds that were previously accounted for by the Town are considered defeased.

Note 9. Interfund Transfers

Transfer from fund:

Governmental activities:
General Fund
Highways Capital Projects
Buiiding Capital Projects
Storm Drains Capital Projecis
Parks and Recreation Capital Projects
Irwin W. Uran

Business-type activities:
Alrport
Water and Sewer

Total transferred in

Transfer from fund.

Governmental activities:
General Fund
Highways Capital Projects
Building Capital Projects
Storm Draing Capital Projects
Parks and Recreation Capital Projects
frwin W. Uran

Business-type activities:
Airport
Water and Sewer

Total transferred in

Transfer to Fund

Highways
General Debt Capital
Fund Service Projecis
$ - % 6,928527 5 225,000
50,000 - -
2,053,829 - 123,053
168,053 - -
1,719,950 - -
314,000 - -
309,665 - -
1,603,000 - -
$ 6418497 $ 6,928,527 § 348,053
Storm
Drains Total
Capital Transferred
Project Airport Out
3 355,000 % 299,117 § 7,807,644
- - 50,000
- - 2,176,882
- - 168,053
- - 1,719,950
- - 314,000
- - 309,665
- - 1,803,000
$ 355,000 & 299,117 § 14,349,194
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TOWN OF LEESBURG, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 9. Interfund Transfers (Continued)

The transfer from the General Fund to the Debt Service Fund is to cover the Town’s principal
and interest requirements.

The transfer from the General Fund to the Highways Capital Projects Fund is for a supplemental
appropriation for the Catoctin Circle Project.

The transfers from the Capital Projects Funds to the General Fund are fo revert the unspent
funds on completed projects back to the General Fund.

The transfer from the Building Capital Projects Fund to the Highways Capital Projects Fund Is to
reallocate available funds between projects.

The transfer from the Irwin W. Uran Fund to the General Fund is to reimburse the General Fund
for qualifying expenditures.

The transfer from the Airport Fund to the General Fund is for general administrative service
performed by the general government and to reimburse bond principal and interest serviced by
the General Fund.

The transfer from the Water and Sewer Fund fo the General Fund is to reimburse the General
Fund for a one-time liability paid by the General Fund.

The transfer from the General Fund to the Storm Drains Capital Projects Fund is for the Town’s
funding of various capital projects.

The transfer from the General Fund fo the Airport Fund is an operating and capital subsidy for
the Airport's debt service and capitai projects.

Note 10. Commitments and Contingent Liabilities

At June 30, 2003, major outstanding commitments for construction projects are as follows:

Project
Terminal and Parking Expansion $ 2,775,000
East Market Street Widening 1,903,000
South King Street Widening 441,000
Sycolin Road Widening 415,000
WPLF Expansion 856,000
Catoctin Circle Trail 342,000
Loudoun Street Office Buildings 341,000
Water Meter Replacement Program 541,000
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TOWN OF LEESBURG, VIRGINIA
NOTES TO FINANCIAL STATEMENTS

Note 11. frwin W. Uran Permanent Fund

trwin W. Uran has donated funds fo the Town for designated uses which are accounted forin a
special revenue fund. The Town continues to expend funds in full compliance with the donor-
designated uses.

Note 12. Thomas Balch Library

The County of Loudoun, Virginia, made a deed of gift and dedication in 1994 io the Town of
leesburg, Virginia consisting of special revenue funds held and the real property referred to as
Thomas Balch Library. The Town has complied with all resirictive covenants on the use of the
funds and structures.

Note 13. Surety Bonds

The Town has the following surety bonds:

Fidelity and Deposit Company — Surety, Paul E. York — Director of Finance $ 500,000
The Virginia Municipal Liability Pool - Surety Employee Dishonesty -~
Blanket Bond 100,000

Note 14. Post-Employment Health Care Benefits

In addition to providing pension benefits, the Town provides for certain health care insurance
benefits for retired public employees. Substantially all of the Town's public employees may
become eligible for those benefits if they reach normal retirement age while working for the
Town., The cost of retiree health care insurance benefits is recognized as an expendifure as
premiums are paid. For 2003, those costs fotalled $52,928 covering 15 employees.
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TOWN OF LEESBURG, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 15. Defined Benefit Pension Plan

Name of Plan: Virginia Retirement System (VRS)
Identification of Plan: Agent and Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Administering Entity: Virginia Retirement System (System)

All full-time, salaried permanent employees of participating employers must participate in the
VRS. Benefits vest after five years of service. Employees are eligible for an unreduced
retirement benefit at age 65 with five years of service (age 60 for participating local jaw
enforcement officers, firefighters and sheriffs) or at age 50 with at least 30 years of service if
elected by the employee (age 50 with 25 years of service for participating local law enforcement
officers, firefighters and sheriffs) payable monthly for life in an amount equal fo 1.7 percent of
their average final salary (AFS) for each year of credited service. Benefits are actuarially
reduced for retirees who retire prior to becoming eligibie for full retirement benefits. In addition,
retirees qualify for annual cost-of-living increases limited to 5% per year beginning in their
second year of retirement. AFS is defined as the highest consecutive 36 months of salary.
Participating local law enforcement officers, firefighters and sheriffs may receive a monthly
benefit supplement if they retire prior to age 85. The VRS also provides death and disability
benefits. Title 51.1 of the Code of Virginia (1950), as amended, assigns the authority to
establish and amend benefit provisions to the General Assembly of Virginia.

The System issues a publicly available comprehensive annual financial report that includes
financial statements and required supplementary information for VRS. A copy of that report
may be obtained by writing to the System at P. O. Box 2500, Richmond, Virginia, 23218-2500.

Funding Policy

Plan members are required by Title 51.1 of the Code of Virginia (1950), as amended, to
contribute 5% of their annual salary to the VRS. The 5% member contribution has been
assumed by the Town. In addition, the Town is required to contribute the remaining
amounts necessary to fund its participation in the VRS using the actuarial basis specified
by the Code of Virginia and approved by the VRS Board of Trustees. The Town of
Leesburg's contribution rate for the fiscal year ended June 30, 2003 was 11.00% of
annual covered payroil.
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TOWN OF LEESBURG, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 15. Defined Benefit Pension Plan (Continued)

Annual Pension Cost (APC)

For 2003, the Town of Leesburg's annual pension cost of $1,549,227 was equal o the
Town's required and actual contributions. The required confribution was defermined as
part of the June 30, 2001 actuarial valuation using the entry age normal actuarial cost
method. The actuarial assumptions included (a) 8% investment rate of return, (b)
projected salary increases ranging from 4.25% to 6.10% per vear, and (¢) 3.0% per year
cost-of-living adjustments. Both (g) and (b) included an inflation component of 3%. The
actuarial value of the Town's assets is equal to the modified market value of assets.
This method uses techniques that smooth the effects of shori-term volatility in the market
value of assets over a five-year period. The Town's actuarial accrued liability is being
amortized as a level percentage of payroll on an open basis within a period of 30 years

or less,

Three-year trend information for the Town is as follows:

Percentage Net
Fiscal Year Annual Pension of APC Pension
Ended Cost (APC)_ Contributed Obligation
June 30, 2001 $ 1,150,654 100% % -
June 30, 2002 1,338,772 100% -
June 30, 2003 1,549,227 100% -

Note 16. Risk Management

The Town is exposed to various risks of losses related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to empioyees; and natural disasters. To
reduce insurance costs and the need for self-insurance, the Town has joined with other
municipalities in the Commonwealth of Virginia in several public entity risk pools that operate as
common risk management and insurance programs for member municipalities. Settled claims
exceeded insurance coverage during fiscal year 2001 by approximately $958,000. Settled
claims from these risks did not exceed coverage in fiscal years 2003 and 2002.

The Town also has coverage with the Virginia Municipal Group Self Insurance Association
(Association) for workers’ compensation. Each Association member jointly and severally agrees
to assume, pay and discharge any liability. The Town pays Virginia Municipal Group
contributions and assessments based upon classifications and rates into a designated cash
reserve fund out of which expenses of the Association and claims and awards are to be paid. In
the case for both pools, if the event of a loss deficit and depletion of all available excess
insurance, the pools may assess all members in the proportion which the premium of each
bears to the total premiums of all members in the year in which such deficit occurs.
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TOWN OF LEESBURG, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Nofe 16. Risk Management (Continued)

The Town participates in VaCorp, which is a public entity risk pool that provides commercial
general fiability, property, automobile, and other types of insurance coverage to Virginia
localities.

The Town has chosen to partially retain the risk associated with the employees' health and
dental insurance plan. Risk is retained up to the limits based on monthly claims paid per
employee and a 125% aggregate stop loss for total claims paid during the year. The risk
financing is accounted for in the General Fund and Water and Sewer Fund. Premiums are paid
for all full-time employees of the Town fo a claim administrator which processes all claims.

Liabilities are reported when it is probably that a loss has occurred and the amount of the loss
can be reasonably estimated. Liabilities include an amount for claims that have been incurred
but not reported (IBNR). Claim liabilities are calculated considering recent settlement trends
including frequency and amount of pay-outs. The change in the claims liabilities balance during
the past two years is as follows:

2003 2002
Unpaid claims, July 1 3 741,772 % 633,345
Incurred claims (including IBNR) 2,038,587 1,959,109
Claim payments (2,335,136) (1,850,682)
Unpaid clairns, June 30 $ 445,223 % 741,772

Note 17. Sewaer Line Reimbursement Commitment

In 1977, the School Board of Loudoun County, Virginia agreed to advance the Town $166,407
for development of a Town sewer line. The Town agreed to reimburse the School Board the
advance and 6% per annum as the Town collects availability fees from permits issued for
connection {0 the sewer line. In no event does the Town have a liability beyond collected
availability fees with the agreement for reimbursement terminating 2007. Payments made to the
County, including principal and interest, have amounted to $71,264.
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TOWN OF LEESBURG, VIRGINIA
NOTES TO FINANCIAL STATEMENTS

Note 18. Operating Rental Income Lease

The Town leases various owned airport properties under non-cancelable operating leases. The
leases provide for annual rental increases and pass-through of certain maintenance costs. The
lease terms expire April 2018 and January 2026.

The following schedule represents minimum rental income under the above leases as of
June 30, 2003:

Year Ending Rental
June 30, Income
2004 $ 241,169
2005 187,002
2006 168,297
2007 168,831
2008 170,380
2009-2013 860,669
2014-2018 851,849
2019-2023 145,905
2024-2026 80,605

Total $ 2,876,707

Note 19. Reclassifications

Certain amounts presented in the comparative totals for 2002 have been reclassified, with no
effect to the net assets, change in net assets or net increase/decrease in cash, to be consistent

with the classifications adopted for fiscal year 2003.

Note 20. Pending GASB Statements

At June 30, 2003, the Governmental Accounting Standards Board (GASB) had issued several
statements not yet implemented by the Town. The statements which might impact the Town are

as follows:

GASB Statement No. 39, Determining Whether Certain Organizations are Component Units, an
amendment of GASB Statement No. 14, provides guidance for identifying and reporting
component units. The provisions of Statement 39 will be effective for pericds beginning after

June 15, 2003,

GASB Statement 40, Deposits and Investment Risk Disclosures, an amendment of GASB
Staterment No.3, requires certain disclosures of investments that are highly sensitive to interest
rate risk and modifies custodial credit risk disclosures of Statement No. 3. The provisions of
Statement 40 will be effective for periods beginning after June 2004.

56






REQUIRED SUPPLEMENTARY INFORMATION



TOWN OF LEESBURG, VIRGINIA

SCHEDULE OF FUNDING PROGRESS

Unfunded
Unfunded Actuarial
Actuarial Accrued Liabifity
Actuarial Actuarial Actuarial Accrued (Assetyas a
Valuation Value of Accrued Liability Percentage of
Date Assels Liahility {Asset) Covered Payroll
June 30,2002 $ 20,544,468 §$22,396641 § 1,852,173 £12,561,755 14.74%
June 30, 2001 18,737,873 18,294,178 (443,697) (4.17Y%
June 30, 2000 16,219,505 15,491,764 (727,741} (8 38)%



SUPPLEMENTARY STATEMENTS

NONMAJOR GOVERNMENTAL FUNDS

Special Revenue Funds

Special revenue funds are used to account for specific revenues that are legally restricted to
expenditure for particular purposes.

Balch Library Fund — This fund is used to account for the donations and legally restricted
revenues that are {o be used to maintain the Balch Library.

irwin W. Uran Fund — This fund is used fo account for the private donations and interest
revenue designated by the donor for specific purmposes.

Capital Projects Funds

Capital projects funds are used to account for the acquisition and construction of major capital
facilities other than those financed by proprietary funds.

Storm Drains Capiial Projects Fund — This fund is used fo account for the construction and
expansion of the Town's storm drainage system.

Parks and Regreation Capital Projects Fund —~ This fund is used to account for the construction
and improvements of the Town's parks and recreation facilifies.




TOWN OF LEESBURG, VIRGINIA

Exhibit A-1
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
June 30, 2003
Tota!
Special Revenue Capital Projects Nonmajor
Balch frwin W. Slorm Parks and Governmental
Library Uran Drains Recrealion Funds
ASSETS
Cash, cash equivalents, and temporary
cash investments 50,6555 $1,867662 $2009262 § 586670 § 4,514,149
Due from other governments - - - 98,500 58,500
Total assets 50,555 $1,867,662 $2,008262 $ 685170 § 4,612,649
LIABILITIES AND FUND BALANCES
Liabilities:
Accounls payable - $ 17,292 % 2379 § 92487 § 112,158
‘Total iiabilities - 17,282 2,379 92,487 112,158
Fund balances:
Unreserved, designated for fulure expendilures 50,555 1,850,370 2,006,883 592,683 4,500,481
Total fund balances 50,555 1,850,370 2,006,883 502,683 . 4,500,491
Total fiabilities and fund balances 50,555 §$1,857.662 $2,008262 § 685170 § 4612849
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TOWN OF LLEESBURG, VIRGINIA

Exhibit A-2
COMRBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
Year Ended June 30, 2003
Total
Special Revenue Capital Projecls Nonmajor
Balch Irwin W. Storm Parks and  Governmental
Library Uran Drains Recreation Funds
Revenues:
Revenue from local sources:
Lise of money and property 3 5885 & 20475 § 12258 § 42251 % B0,BBYS
Donations - 225,000 - - 225,000
Total revenue 5,865 245,475 12,258 42,281 305,889
Expendilures:
Contractual services - 3,261 - - 3,281
Contributions - 17,202 - . 17,262
Capital outlays 1,670 - 141,301 1,966,383 2,112,354
Total expenditures 1,670 20,853 141,301 1,869,383 2,132,807
Revenues over [under) expenditures 4,195 224,922 (128,043} (1,827,082) (1,827,018)
Other financing sources (tises):
Transfers in - - 385,000 - 355,000
Transfers out - {314,000 (188,053} (1,718,950)  (2,202,003)
Total other financing sources (uses), net - (314,000) 186,847 {1,718,850) {1,847,003)
Net change in fund balances 4,195 {88,078) 57,904 (3,847,042) (3,674,021
Fund balances, beginning 48,360 1,839,448 1,948,879 4,238,725 B,174,512
Fund balances, ending $ 50555 $ 1,850,370 § 2,006,883 § 592683 § 4,500,491
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TOWN OF LEESBURG, VIRGINIA

Exhibif B-3
GENERAL FUND Page 1
SCHEDULE OF EXPENDITURES AND ENCUMBRANCES
COMPARED WITH FiNAL BUDGET
Year Ended June 30, 2003
Total Variance with
Encumbrances Final Budget
Budgeted Amounts and Over
Original Final Encumbrances Expenditures Expenditures {Under)
t egislalive:
Town council:
Persohal service 3 61,000 § 61,900 $ - $ 66,748 & 60,748 §$ {1,152}
Contractual service 15,400 15400 - 3,260 3,260 (12,140)
Materials and supplies 40,250 40,280 - 32,168 32,168 {8,081}
Contributions 12,500 12,500 - 12,500 12,500 -
Total town cauncil 130,050 130,050 - 108,677 108,677 {21,373)
Clerk of councit:
Personal service 111,440 111,440 - 113,827 113,827 2,487
Contractual service 15,000 15,000 - 2,648 2 B4B {(12,152)
Materials and supplies 7,260 7,280 - 5,082 5,082 {2,208}
Capital oullays 825 B25 - 678 679 (146)
Tatal clerk of counc 134,555 134,555 - 122,538 122,536 {12,018}
Total legislative 264 605 264,608 - 231,213 231,213 {43,392)
Executive:
Town manager:
Personal service 588,985 588,985 . 580,873 580,873 1,888
Confractual service 250,921 280,921 30,445 99,168 129,613 {151.308)
Matarials and supphies 65,200 70,200 - 50,292 505,282 {19,908}
Capital outlays - - - 143 143 143
Total town managar 805,108 940,108 30,445 740,476 770,821 {165,185}
Personnel administration:
Personal service 362,920 362,920 - 359,158 358,158 {3,762}
Contractual service 121,875 121,875 3,761 88,112 102,873 {19,102}
Materials and supplies 42,500 42 560 281 16,283 16,574 {25,826)
Total personnel administration 527,395 527,395 4,042 474,563 478,605 {48,790}
information technology:
Personal service 409,730 409,730 - 396,795 386,795 (12,835)
Contractual service 298,700 271,850 128 488 133,465 261,953 (8,887)
Materials and supplies 53,800 58,350 - 51,863 51,863 (6,387)
Capital outlays 61,250 83,550 5733 102,728 108,461 14,911
Totat information technology 833,480 833,480 134,221 684,951 818,172 {14,308}
Tree commission:
Personal service 4,520 4,520 - 4,522 4,522 2
Materals and supplies 10,000 40,000 - 1,823 1,223 {8,077)
Total tres commission 14,520 14,520 - 6,445 6,445 {8,075)
Cable TV commission:
Personal service 4,520 4,520 - 3,391 3,394 (1,128
Contractual service 12,000 12,000 - 58 58 {11,942}
Materials and supplies 4,050 4,050 - 2,078 2,078 {1,871)
Total cabla TV commission 20,570 20,670 - 5,528 5,528 {15,042)
Economi¢ development:
Personal service 219,650 219,650 - 139,736 138,736 (79,814}
Contractual service 320,798 344,688 B2 836 206,674 289,610 {55,088)
Materials and supplies 35,975 35975 1,000 21,564 22,564 {(13.411)
Capital outlays - 7,100 2,015 553 2,870 {4,530)
Contributions 172,415 172,415 157,483 157,483 {14,832}

Total economic development 748,838 778,838 B5,951 526,012 611,963 {167 B75)




TOWN OF LEESBURG, VIRGINIA
Exhibit B-3

GENERAL FUND Page 2
SCHEDULE OF EXPENDITURES AND ENCUMBRANCES

COMPARED WITH FINAL BUDGET

Year Ended June 30, 2003

Total Variance with
Encumbrances Final Budget
Budgeted Amotints and Over
Original Final Encymbrances Expenditures Expendituras (Under)
Executive {Continued):
Environmental advisory cornmitiee:
Personal setvice $ 4520 % 4520 § - § 2914 § 20514 3 (1,608)
Contractual service 6,000 6,000 - 600 800 (5,400}
Materials and supplies 8,600 a 000 - 389 369 {8,611}
Total envircnmental advisory commitie 18,520 18,520 - 3,803 3803 {15,617}
Total executive 3,069,429 3,135429 254,659 2441878 2,656,537 {435,892)
tegal;
Town attorney:
Bersonal service 183,435 183,435 - 162,355 152,355 (31,080)
Contraciual service 40,000 40,000 - 214863 21,463 (18,537}
Materials and supplies 5,465 G 465 - 3,810 3,810 (2,655)
Total legat 239 800 238,800 - 187,628 187,628 {52,272)
Planning, zoning, and development
Perscnal senvice 1,803,020 1,603,020 - 1,345,729 1,345,728 (257,291)
Contractual service 48,501 48,501 43 B840 15,076 58,916 10,415
Matersials and suppiies 63,225 54,825 - 41,850 41,950 (19,875}
Capital outlays 651,412 62,812 - 27,082 27,082 {35,730)
Total planning, zoning, and developme 1,776,158 1,776,158 43,840 1,428,837 1,473,677 {302,481)
Finance:
Administration:
Personal service B72220 872,220 - 841,946 841,946 (32,274}
Contracieatl service 331,631 331,631 4 920 A74,625 375,545 47 544
Materials and supplies 158,800 158,800 - 142,038 142.038 {16,762}
Capltal outlays 9 660 9,660 - 427 427 {9,233}
Total administration 1,372,311 1,372,311 4,820 4,358,036 1,363,958 {B,355)
Budget:
Personal service 163,800 153,800 - 142,941 142,941 {10,859}
Coniraciual service 5,000 5,000 250 1,808 2,059 {2.541)
Materials and supplies 5,350 5,350 - 378 378 (4.872)
Total budget 164,150 . 164,150 250 145,128 145,378 (18,772)
Purchasing:
Personal service 122,385 122 385 - 121,448 121,146 {1,238)
Conlractuat service - - 1,530 156 1,686 1,686
Materals and supplies 12,880 12,980 - 5,348 5,346 (7,634}
Total purchasing 135,365 135,365 1,530 126,648 128,178 {7,187}
Total finance 1,671,826 1,671,826 6,700 1,830,812 1,637 512 {34,314)
Fublic safety:
Personal service 5,350,020 5,360,020 - 5,059,116 5,058,116 (306,504}
Contractual service 324,358 323,058 14,673 226,086 240,758 (82,299)
Materlals and supplies 430,448 446 748 12,388 317,603 326,092 {116,756)
Caplial outtays 4GB,626 786,626 98,898 552,852 651,850 {134,776)
Contributions - local fire and rescue 288,000 288,000 - §74,6882 674,682 386,882

Total public safety 6,871,452 7,204,452 126,060 6,830,535 5,856,588 (247,853)




TOWN OF LEESBURG, VIRGINIA
Exhibit B-3
SCHEDULE OF EXPENDITURES AND ENCUMBRANCES
COMPARED WITH FINAL BUDGET
Year Ended June 30, 2003

Total Variznce with
Encumbrances Final Budge!
Budgeted Amounts and Over
Criginal Final Encunbrances Expendifures Expenditures {Under)
Parks and recreation:
Personal service 5 2821678 § 2848325 § - $ 2,860,821 $ 2,860,821 § 11,492
Contractual service 653,989 653,589 23,303 457,868 484,171 {172,818)
Matetials and supplles 579,301 594,401 8,432 541,166 549,599 (44,802)
Rent 97,750 97,750 - 101,493 101,493 3,743
Capital oullays 66,821 230,021 17 698 176,329 154,027 (35,984}
Tetat parks and recreation 4,219,540 4,425,480 49,434 4,137,677 4,187,111 {238,379)
Balch Ebrary:
Personal setvice 264 940 264,940 - 260,732 260,732 {4,208)
Contractual service 41,781 41,751 1,518 35,287 36,815 (4,976)
Materials and supplies §1,210 52 240 - 40,059 40,059 (12,151}
Capital outlays - - - 3,847 3,847 3,847
Contributions 7,000 7,000 - 7,000 7,000 -
Total Balch lbrary 364,841 365,941 1,518 346,035 348,453 {17,488)
Engineering and public works:
Engineering:
Personal service 1,571,800 1,571,800 - 1,454,512 1,454,512 (117,388)
Contractuat service 413,268 413,269 8,629 88,888 97,525 (315,744)
Materials and supplies 48,810 48 810 - 35474 35,474 {13,336)
Capital outlays 48,300 48 300 - 32,987 32,987 (15,313)
Total englneering 2,082,279 2,082,279 8,629 1,611,869 1,620,458 (461,781)
Administration:
Personal service 413,680 413,680 - 410,780 410,780 (2,900
Contrachial service 352,062 352,062 173,788 138,005 311,763 {40,268}
Materials and supplies 11,400 11,400 - 8,506 8,596 (2,804}
Capital otllays 2,500 2,500 - - - (2,500)
Total administration 779,642 775,642 173,788 557,384 731,169 (48,473}
Street maintenance:
Personal service 1,475,360 1,481,859 - 1,324,602 1,324,802 (157,257}
Contractual service 864,640 928,802 223,070 722,600 945670 16,868
Materials and supplfes 148,425 148,425 - 145,703 145,703 (3,722)
Capital outlays 243 200 243,200 35111 128,701 164,812 {78,388)
Total street malntenance 2,732,625 2,803,286 258,181 2,322,606 - 2,580,787 {222 ,409)
Storm drainage:
Contractual service 23420 23,420 23,058 362 23,420 -
Total storm drathage 23420 23,420 23,058 362 23,420 -
Street lights:
Etectricity 260,000 250,000 - 215,628 219,628 {40,372}
Capital outllays 183,356 183,355 12,847 163,423 176,270 {7,085)
Total street lights 443,355 443,355 12,847 383,051 305,858 {47,457)
Parking meters and lots;
Personal service 40,181 40,181 - 40,201 40,281 t10
Contraclilal service 48,000 49,000 g 445 8,758 16,204 {32,788}
Materials and supplies 10,000 10,000 - 1,578 1,678 (8,422)
Capital outlays 25,500 25,500 - 20,896 20,896 (4,604}

Total parking meters and fots 124,681 124,681 9,445 69,524 78,868 {45,712)




TOWN OF LEESBURG, VIRGINIA

Exhihit B-3
GENERAL FUND ' Page 4
SCHEDULE OF EXPENDITURES AND ENCUMBRANCES
CONMPARED WITH FINAL BUDGET
Year Ended June 30, 2003
Total Variance with
Encumbrances Final Budgef
Budgeted Amounls and Over
Original Finat Encumbrances  Expenditures  Expenditures {Under}
Engineering and public works {continued):
Refuse colieclion:
Contractual service $ 1,700,000 § 1,700,000 § 800D § 4,610,350 § 1,619,350 % (80,650)
Malerials and supplies 11,000 14,000 3,425 4,783 8,218 (2,782)
Total refuse collection 1,711,000 1,711,000 12,425 1,615,143 1,627,568 (83,432}
Malntenance of bulidings and grounds:
Personal sefvice 201,565 201,565 - 208,170 208,170 §,605
Contractual service 149,640 145 640 18,190 89,632 115,822 {33,818)
Materials and supplies 134,003 134,000 - 84,954 B4,954 (49,048}
Rent - - - 5,263 §,263 5263
Capltal outlays 43,000 13,000 7497 - 7497 {5,503)
Total maintenance of bulldings
and grounts 498,205 4588 205 23,687 388010 421,706 {76,499}
Equipment maihienance:
Personal setvice 356,445 356445 - 363,732 363,732 7,287
Contractual service 26,000 26,600 32,485 18,445 51,830 259830
Malerials and supplies 302,650 302,650 - 351,953 351,953 48,303
Capital outiays 11,700 11,700 1,785 7,262 8,047 {2,653)
Total equipment malntenance $96,795 695,785 34,270 742,352 776,662 79,867
Total engineering and public works 2,082 002 5,162,663 556,330 7,700,347 8,256 677 (905 986}
Total expenditures and encumbrances 27,568,853 28,246,464 1,038,541 24,936,866 25,675 407 (2,271,057}

Other finanting uses:
Payment o escrow agent - - 5,780,087 5,780,087 5,780,087

Transfers out 5,744,373 5,744,373 - 7,807,644 7,807,644 2,063,271

Total other financing uses 5,744,373 5,744 373 - 13,587,731 13,587,731 7,843,356

Total General Fund

expendltures, encumbrances, and
other financing uses $ 33,314,276 § 33,990,837 § 1038541 % 38,524,507 $39,563,138 § 5572301




TOWN OF LEESBURG, VIRGINIA

Exhibit C-1
AIRPORT FUND
COMPARATIVE STATEMENTS OF NET ASSETS
June 30, 2003
(With Comparative Totals for 2002)
2003 2002
ASSETS
Current Assets:
Cash, cash equivalents, and temporary cash investments $ 852,166 § 73,428
Accounts receivable, net 67,024 65,314
Due from other governments 511,668 755,347
Total current assets 1,430,858 894,088
Noncurrent Assets:
Capital assets:
Land 9,089,063 8,785,337
Buildings and improvements 2,236,063 2,236,083
Equipment 1,245,130 1,426,216
Hangars 3,184,882 3,184,882
Runway 12,424,868 9,658,557
Construction in progress 2,007 477 2,342,656
{ess: accumulated depreciation (4,084,617) (3,693,422)
Total noncurrent assets 26,102,866 23,940,289
Total assets 27,533,724 24,834 378
LIABILITIES
Current Liabilities:
Accounts payable 361,973 448,363
Accrued payroll 2,976 4,042
Accrugd interest 89,870 54,419
Compensafed absences 172 1,000
Retainage payable 110,014 249,303
Advances from other funds 697,736 697,736
Bonds payable 199,780 169,781
Customer deposits and contingent charges 19,175 21,016
Total current liabilifies 1,491,696 1,645,659
Noncurrent Liabilities:
Compensated absences 7.883 5,191
Bonds payable 4,783,506 2,839,242
Total noncurrent liabilities 4,791,389 2,944 433
Total liabilities 6,283,085 4,590,092
NET ASSETS
Invested in capital assets, net of related debt 21,119,580 20,831,266
Unrestricted {deficit) 131,059 (586,980)
Total net assets % 21250639 § 20,244,286




TOWN OF LEESBURG, VIRGINIA

Exhibit C-2
AIRPORT FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Year Ended June 30, 2003
(With Comparative Totals for 2002)
2003 2002
Operating Revenues:
Charges for services $ 848,521 & 701,854
Total operating revenues 848,521 701,854
Operafing Expenses:
Personal service 279,928 251,944
Contractual services 80,736 97,991
Depreciation 800,643 478,893
Other charges B2,286 76,221
Total operating expenses 943,593 805,049
Operating loss (85,072) {203,195)
Nonoperating Revenues (Expenses):
Interest on investments 19,790 57,357
interest and fiscal charges on bonds (262,5827) {(133,305)
Loss on disposal of assets (71,636} {6,255)
Total nonoperating expenses, net {314,373) {82,203)
Loss before grants and transfers (409,445) {285,398)
Capital grant revenue 1,426,346 2,585,903
Transfers in 299,117 435,745
Transfers ot {308,665) {150,000)
Change in net assets 1,006,353 2,596,250
20,244,286 17,648,036

Total net assets, beginning

Total net assets, ending

$ 21,250,639 § 20,244 286




TOWN OF LEESBURG, VIRGINIA

AIRPORT FUND

COMPARATIVE STATEMENTS OF CASH FLOWS
Year Ended June 30, 2003

{With Comparative Totals for 2002)

Exhibit C-3

2003 2002

Cagh Flows From Operating Activities:
Recelpls fram cuslomers
Paymenis to suppliers for goods and services
Payments to employees for services

Net cash provided by operating activities

Cash Flows From Noncepilal and Related Financing Activities:
Transfers out
Transfers in

Net cash provided by (used in) noncapital and related financing activities

Cash Flows From Capital and Related Financing Activities;
Grant revenue
Acquisition and consfruction of capilal assets
Interest
Proceeds from debl issuance
Payments to escrow agent and issuance cosls
Princlpal paid on bonds

Net cash provided by {used In) capital and related financing activities

Cash Flows From Investing Aclivities:
Interest on investmeanis

Net cash provided by investing activities

Net increase (decrease) in cash and cash equivalents

Cash and Cash Equivalenis
Beginning

Ending

Reconcillation of operating loss fo net cash provided by operaling activities:
Operaling loss
Adjustmenls lo reconcile opetaling loss
to net cash provided by operating aclivities:
Depreciation
Changes in assets and labilitles:
increase in accounts recelvable
Increase (decrease) In:
Accounts payable
Accrued liabilities
Compensated absences
Deposils and confingent charges

Net cash provided by operating activities
Supplemental Disclosure of Noncash Capital and Related Financing Activities:

Cash payments for Interest, net of capitalized
inlerest of $32,821 in 2003 and $65,101 in 2002

Capital assets acquired through incurrence of accounts and retainage payable

$ 844971 § 691,314
(179,062)  (135,844)
(279,130) (247,941

386,779 307,529

(309,665} (150,000}
209,117 435,745

{10,548} 285,745

1,670,025 1,840,556
(2,844,495) (3,356,673)
(217,076)  (160,839)
2,131,895 -
(85,855) .
(171,777)  (169,896)

382,747 {1,846,852)

19,790 57,357

19,780 57,357

778,738  (1,186,221)

73,428 1,269,648

$ B52,166 § 73,428

LS (95,072) § (203,195)

500,643 478,893

{1,710} (10,540)

(16,040) 38,023
{1,066) 20
1,864 3,983
{1,840) 345

$ 386,779 § 307,529

$ 217,076 § 160,839

$ 479,279 § 658,643




TOWN OF LEESBURG, VIRGINIA

Exhibit C-4
WATER AND SEWER FUND
COMPARATIVE STATEMENTS OF NET ASSETS
June 30, 2003
{(With Comparative Totals for 2002)
2003 2002
ASSETS
Current Assels:
Cash, cash equivalents, and temporary cash investments $ 42535809 § 38,516,872
Accounts recelvable, nel 1,408,501 1,499,750
Accrued inferest 93,706 378,446
Total current assets 44,038,016 40,526,258
Noncurrent Assels:
Restricled cash 589,363 1,643,386
Deferred charges 149,728 131,180
Capital assets:
Land 1,586,356 182,801
Waler sysiem 47,253,723 45,508,265
Sewer syslem 71,218,102 70,617,935
Equipment 4,990,098 1,663,329
Software 13,000 13,000
Construction in progress 3,156,248 1,440,687
l.ess accumulated depreciation (23,152,753} (20,488,633)
Total capital assets, net 102,064,774 08,037 484
Total noncurrent assets 102,803,865 100,712,060
Total assets 146,841,881 141,107,128
LIABILITIES
Current Liabililies;
Accounis payable 1,153,122 448,250
Accrued payroil 82,777 85,308
Accrued insurance claims 113,758 158,345
Accrued interest 735,656 799,295
Compensated absences 27,444 5,104
Retainage payable 4,586 478,659
Bonds payable 949 900 1,467 401
Customer deposits and contingent charges 1,009,287 897,560
Total current fiabilities 4,076,530 4,316,822
Noncurrent fiabilities:
Compensaled absences 245,181 235,000
Bonds payable 33,382,242 34,189,666
Total noncurrent liabilities 33,637,423 34,424 666
Total liabllities 37,713,953 38,741,588
NET ASSETS
invested in capital assets, net of related debt 67,722,632 63,280,417
Unrestricled 41,405,296 39,085,123
Total net assets $ 109127928 § 102365540




TOWN OF LEESBURG, VIRGINIA

Exhibit C-5
WATER AND SEWER FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Year Ended June 30, 2003
{With Comparative Totals for 2002)
2003 2002
Operating Revenues:
Charges for services 7.809,012 § 7,553,799
Other 77,854 214,197
Total operating revenues 7,886,866 7,767,996
Operating Expenses:
Personal service 4,459,019 3,915,648
Contractual services 370,052 1,021,805
Depreciation 2,664,120 2,637,377
Other charges 2,846,772 1,398,445
Tota! operating expenses 10,338,963 8,973,275
Operating loss {2,453,097) {1,205,279)
Nonoperating Revenues {Expenses):
Interest on Investments 645,493 1,288,959
Interest and fiscal charges on bonds {1,745,030) (1,744,678}
Total nonoperating expenses, net {1,099,537) (445,719)
Loss before grants, contributions and transfers {(3,562,634) {1,650,998)
Capital grant revenue 66,439 376,489
Installation and connection charges 11,005,753 10,853,399
Deveioper donated assets 1,045,830 1,105,781
Transfers out {1,803,000) {1,633,032)
Change in net assets 6,762,388 8,051,639
Total net assets, beginning 102,365,540 93,313,801

Total net assets, ending

.~

$ 109,127,828 § 102,365,540




TOWN OF LEESBURG, VIRGINIA

WATER AND SEWER FUND

COMPARATIVE STATEMENTS OF CASH FLOWS
Year Ended June 30, 2003

{With Comparative Totals for 2002)

2003

Exhibit C-6

2002

Cash Flows From Operafing Activilies:
Recelpts fror customers
Payments [o suppliers for goods and services
Payments to employees for services
Internal activity - payments from other funds

Other receipts (paymenis}
Net cash provided by operating activities

Cash Flows From Nencapital and Related Financing Activities:

Transfers out
Net cash used in noncapital and related financing activities

Cash Flows From Capital and Related Financing Activities!
Connection availability fees
Gran! revenue
Acguisition and construction of capital assets
Inferest
Proceeds from debl jssuance
Payments o escrow agent and issuance costs

Principal paid on bonds
Net cash provided by capital and refated financing activities

Cash Fiows From investihg Activiies:
Interest on invesiments
Net cash provided by investing activities

Nef increase in cash and cash equlvalents

Cash and Cash Equivalents;
Beginning

Ending

Reconcitialion of operating loss tc net cash provided by operating activities:
Operating loss
Adjustments to reconcile operating loss
to net cash provided by operating aclivities:
Depreciation
Changes in assets and liabilities:
{increase) decrease in:
Accounis receivable
Due from other funds
increase (decrease) in:
Accounts payable
Accroed liabilities
Compensated absences
Deposits and conlingent charges
Net cash provided by operating activities

Supplemental Disclosute of Noncash Capllal and Related Financing Aclivities:
Developer donated capiial improvements

Cash payments for inlerest, net of capitaitzed interest,
of 373,596 in 2003 and $172,124 in 2002

Capital assets acquired through incurrence of accounts and retainage payable

7

8,011,888 § 7,542,851

(2,742,564)  (2,761,550)
{4,453,616) (3.846,210)
. 458,146
77,854 214,197
893,662 1,607,434
(1,803,000 (1,633,032)
(1,803,000 (1,633,032)
11,005,753 10,853,399
66,439 376,489
(4,986,041) (6,117,239)
(1,674,731} (1,505,047)
2,335,494 962,525
{2,335,484) -
(1,467,401) (1,332,710)
2,644,019 3,446,357
930,233 1,181,495
530,233 1,181,495
2,964,914 4,302,254
40,160,258 35,858,004
43,125,172 § 40,160,258

(2,453,087)

§ (1,205279

2,664,120 2,537,377
81,249 (79,084)

. 458,148
474,260 (341,300)
(27,118) (3,591)
32,521 73,029
114,727 68,146
893,662 §  1,607.434
1,045,830 § 1,105,781
1,674,731 § 1,595,047
342,148 § 582609
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